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Summary

The Association of Independent Califorma Colleges
and Umiversities {AICCU), at the request of Commus-
sion staff, completed a study of its member nstitu-
tions entitled The Uncertain Partnership This Com-
mission report reflects the Commuission’s comments
on the AICCU study, and 1n combiation with the
AICCU study, 1s ntended to fulfill Education code Sec-
tion 66903 (19) requiring the Commusston to perodi-
cally report on the condition of California’s indepen-
dent colleges and umversities

The Comrussion’s comments highlight the impor-
tance of the State’s independent colleges 1n providing
educational opportumty to Califorma students
Independent colleges currently enroll more students
than the University of Califorma, and their ability to
provide educational opportunity will become increas-
ingly important i coming years as California strives to
accommodate projected increases mn enroliment de-
mand

The report also addresses the financial health of inde-
pendent nstitutions and the State’s mterest in main-
taining financially healthy independent institutions It
notes that Calforma’s independent institutions re-
bounded in the early 1990s from significant financial
stresses 1n the 1980s

Finally, the report concludes with recommendations
on State policy 1ssues that affect the State’s mnde-
pendent colleges and universities

The Commussion adopted this report on August 28,
1995, on recommendation of its Educational Policy
and Programs Commuttee To order copies of this
report (95-10) write the Commission at 1303 J Street,
Suite 500, Sacramento, California 95814-2938, or tele-
phone (916) 445-7933 Copies of The Unceriain Part-
nership can be obtained from the Association of In-
dependent California Colleges and Universities, 1100
Eleventh Street, Suite 315, Sacramento, Califorma
95814, telephone (916) 446-7626
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L. BACKGROUND

The State of Califorma has a valuable resource in 1ts independent colleges and
universities  These mstitutions grant a substantial portion of college degrees con-
ferred in California and have the capacity to award even more As the California
plans for its higher education needs over the next decade, its independent institu-
tions can be an important asset as at least two important challenges are confronted

¢ State revenues are expected to lag betund the demand for State services This
imbalance will likely result 1n especially strong fiscal pressures on higher
education and those other discretionary parts of the State budget that are neither
constitutionally nor statutonly protected

* Enroliment demand at the State’s public colleges and universities 1s expected to
increase by roughly 25 percent -- or over 455,000 students -- over the next
decade The State’s public colleges and universities lack the physical facilities
to accommodate these students Additionally, the public lugher education
support budgets --which come from that steadily declining discretionary portion
of the budget -- are likely to remain constrained

In recogmition of the importance of independent institutions 1n California, the
authorizing statute for the California Postsecondary Education Commission
requires 1t to periodically review a number of aspects of California’s independent
colleges and universities Since severe budget constramts in recent years have
hmuted the agency’s ability to complete the report, Commussion staff requested
assistance from the Association of Independent California Colleges and Universities
(AICCU) to meet this requirement Included in the request was a proposal that
the Association develop an independent peer review process to be used during the
development of the report In response to this request, AICCU has completed a
report entitled The Uncertain Partnership  The report, maled to Commussioners
previously, covers such areas as enrollment capacity, financial indicators, and
degrees conferred The Commussion wishes to thank the association for responding
to 1ts request and for prepanng a most comprehensive report  This agenda item
reflects the Commussion’s comments on this report, and these comments together

with the AICCU’s report, are intended to meet the requirements of Education Code
Section 66903(19)
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II. FINDINGS

Califorma’s independent colleges and umversities are often erroneously character-
1zed by policy makers as one of California’s systems of higher education While
not a system, those institutions represented by AICCU all share status as indepen-
dent, nonprofit entities, accreditation by the Western Association of Schools and
Colleges, and a focus on degrees Nonetheless, they constitute a highly diverse set
of mstitutions that represent a range of sizes, missions, fiscal resources, and cur-
ricular offerings In The Uncertain Partnership, AICCU emphasizes the diversity
of its 72 member institutions -- a diversity regarded as a strong contributor to the
educational opportunities available to Calforruans and to the viability of the State

California’s independent colleges and universities range from doctoral research
mstitutions to small hberal arts colleges to specialized institutions and professional
schools For the purpose of its report, AICCU has divided member institutions
nto eight categones based on such factors as enrollment, budget size, endowment
level, faculty salanes, mission, and basic curricula Even with eight categories,
AICCU acknowledges that assigning institutions to categones is not an exact sci-
ence While the classification system attempts to group mstitutions with common
characteristics, many nstitutions share charactenistics with colleges in different
classifications For example, an institution’s student profile and enrollment might
be consistent with those of mstitutions 1n one category, while its faculty salanes
may be consistent with those of another

Thus, while 1t 15 converuent to group Califorma’s independent colleges and uruver-
sities together, 1t 1s important to recall that these are a diverse set of institutions
This same diversity also means that few descnptions of the independent sector
generally will apply to each campus individually

In general, this report follows earlier versions m this series and describes the
independent colleges from several views At the concluston of the summary 1s a
senies of policy issues and recommendations

While the enroliment of any one of the State’s independent colleges and universi-
ties 1s dwarfed by the enrollment of Califorma’s public systems of higher educa-
tion, California’s independent colleges collectively constitute a sigmficant share of
the State’s higher education enrollment In Fall 1993, AICCU mnstitutions enrolled
over 182,000 students, an enrollment larger than that of the Unuversity of Califormia’s
at approximately 163,000 students Students in independent colleges and univer-
sities constituted over 20 percent of California’s baccalaureate degree seekers and
a sigmficantly hugher percentage of graduate and professional students

The racial-ethnic composition of students enrolled at Califorma’s independent col-
leges and universities has been changing with the demographics of California gen-
erally The percentages of students from historically underrepresented backgrounds
at the undergraduate, graduate and professional levels have each increased The
enrollment of Asian and Pacific Islander students increased significantly -- 8 2 per-
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cent at the undergraduate level -- between 1980 and 1993, with Latino student
enrollment increasing by 6 1 percent over the same pertod The enrollment of
Affican American students at independent institutions showed a troubling pattern
There was only slight growth at the graduate and professional level and an actual
decline of African Americans at the undergraduate level -- a trend seen through-
out much of Califorma higher education and 1n the nation generally

In addstion to enrolling a large proportion of California’s college students,
independent institutions confer a large proportion of the degrees awarded in the
State, especially at the postbaccalaureate level In 1992-93, these institutions
conferred approximately 20 percent of the bachelor’s degrees in California, 49
percent of master’s degrees, 69 percent of first professional degrees, and 44 percent
of doctoral degrees These numbers are especially impressive considermg that
these institutions enroll far fewer students than do the State’s collective public
wnstitutions

For some time now, State policy makers have been concerned about the armval of
“Tidal Wave II” the anticipated dramatic growth in enrollment demand driven, 1n
large part, by students whose parents were part of the post-World War 11 baby
boom The Comnussion 1s currently developing projections for enrollment de-
mand at the State’s public colleges and universities These projections show steep
increases in higher education enrollment by 2005 The State will lack the resources
to accommodate the increased enrollment demand without fundamental changes
in revenue and expenditure patterns, and major transformations in higher educa-
tion itself Among those changes are the implementation of policy decisions that
deliberately incorporate independent colleges and universities 1n the State’s long-
range plans for accommodating this enrollment growth

As the Commussion has pointed out 1n several reports, meeting the demands of
Tadal Wave II will require the effective utilization of all enrollment capacity in the
State If State policy 1s unsuccessful in encouraging some of the Tidal Wave II
students to consider attending an independent college or university, California will
be losing opportunities to educate its citizens Independent colleges and universi-
ties can help to meet the State’s growing enrollment demand 1n at least two ways

* Students can tap unused or increased capacity While information 1s lacking on
enroliment capacity at all of the State’s independent institutions, AICCU surveyed
approximately half of its member institutions in 1993 and identified approximately
20,000 unused spaces These same institutions plan to be able to accommodate
an additional 20,000 students by the year 2000, for a total of at least 40,000
spaces at institutions with admissions requirements at least as ngorous as those
of the State University AICCU did not extrapolate the information across all
of 1ts member institutions and, therefore, the number could increase

¢ These institutions can also accommodate more students by enrolling a higher
percentage of Califormians -- a situation remmiscent of histonical patterns In
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recent years, AICCU member institutions have collectively enrolled an increasing
percentage of out-of-state students because of decliming applications from
Californians

To assess the financial condition of California’s independent colleges and universi-
ties, AICCU used a senes of seven financial ratios These ratios are intended to
provide different measures of the fiscal strength of these institutions Ratio analy-
sis has been used in each of the preceding reports on independent colleges The
ratios weigh key elements of institutional finances such as reliance on twition and
fees and gift revenue or use of revenues for mstructional or other purposes Given
the range of mstitutions that constitute AICCU, 1t would be expected that the 1m-
plications resulting from applying these ratios differ by type of institution How-
ever, several general trends are apparent

+*

Califormia’s independent colleges rebounded in the early 1990s from signuficant
financial stresses 1n the 1980s  Thus rebound concided with Califorma’s public
colleges and umversities expenencing fiscal stresses and enrollment declines
that continue today

Califorma’s independent institutions typically more dependent upon tuition
revenue and less dependent upon endowment income and research funding were
more directly affected by changes in State policy and appear to be less stable
financially than the larger research universities and well-endowed liberal arts
colleges

Among the results discussed 1n the AICCU study are the following

*

Califorma’s independent institutions managed recently to restore a healthier
margin between revenues and expenditures after having almost no margin in
1990 However, small hberal arts colleges and colleges and universities with
enrollments between 1,000 and 5,000 full-time-equivalent students continue to
have very small margins

Reliance on tuition and fees, which varies significantly depending upon the type
of nstitution, has generally been increasing in recent years This may reflect, in
part, increases 1n student charges that support, in large measure, institutional
financial aid programs

Califorma’s independent colleges and universities have been dedicating steadily
increasing proportions of their budgets to mstitutionally funded financial aid
programs Ths trend is generally evident across California’s independent
colleges, where financial aid seems to be funded more and more from tuition
revenues Research universities and liberal arts colleges with large endowments
appear to be dedicating especially large portions of their tuition revenue to
financial aid programs
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*+ Independent colleges’ growing reliance on tuition and fees has been paralleled
by dimimshing support from gifts and grants Specialized institutions,
professional schools, and colleges and untversities with enrollment between 1,000
and 5,000 have especially small portions of their expenditures covered by gifts
and grants

¢ Instructional costs, as a percentage of total educational and general expenditures,
have remained very consistent over the past several years This may be an
especially healthy sign since total expenditures have been inflated by increased
financial aid expenditures and could have driven down the level of expenditures
dedicated to instructional costs

These ratios demonstrate both encouraging and disturbing trends for all types of
mstitutions The report argues that while institutions with larger endowments are
stronger and have more overall financial flexibility, the pressures they face are
similar to those faced by smaller, less wealthy institutions

Il.  STATE ISSUES AFFECTING THE HEALTH AND VITALITY
OF CALIFORNIA’S INDEPENDENT INSTITUTIONS

Despite their status as autonomous mstitutions, California’s independent colleges
and universities are directly or indirectly affected by many public policy decisions
At the conclusion of The Uncertain Parmership, AICCU identifies several of these
policy areas Two of them are largely the result of federal requirements (1) the
growing cost of meeting federal regulatory requirements, and (2) federal limita-
tions on the 1ssuance of tax-exempt bonds to finance capital facility projects

With respect to State policy decisions, independent institutions and the State share
a common 1nterest in mamtaining a healthy independent sector for Cahfornia
students Thus, State policy makers should carefully consider the effect their policy
and fiscal actions will have on the State’s independent colleges and universities
The following are specific areas in which the State -- through actions of its policy
makers -- influences the health and witality of the independent sector

Access to Califorma higher education -- at public and independent colleges and
unversities -- 18, 1n large measure, a function of four main annual State fiscal
decisions (1) funding available to the State’s public colleges and universities, (2)
student fee levels at the State’s public institutions, (3) funding for financial aid
programs at the State’s public institutions, and (4) funding for the State’s aid
programs for needy students at its independent institutions  All four of these annual
fiscal decisions affect significantly the State’s independent colleges and universities
An examination of each of these influences 1s discussed briefly below
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When annual State General Fund appropriations to the State’s public colleges and
universities fail to keep pace with enrollment demand, the public institutions are
unable to serve all students who desire to attend This condition may translate into
an 1ncreasing likehhood that students will choose to attend one of the State’s
independent institutions and, thereby, potentially improve the independent
institution’s overall fiscal health However, when State General Fund appropniations
to the public institutions are increasing, enroliment in the public systems also tends
to increase or remain stable whuch generally results in some decease in the enrollment
at the State’s independent institutions

Student fee levels at the State’s public colleges and universities also affect the
independent institutions  Histoncally, student fees have been higher at independent
nstitutions than at public colleges and universities However, when student fee
levels at the public institutions are increasing precipitously -- as has been the case
most recently -- the independent sector becomes a more attractive alternative to
some students since the gap 1n the cost between the two types of institutions 1s
reduced Thus, significant increases mn student fee levels at the State’s public
wnstitutions potentially serve to improve the fiscal health of the State’s independent
colleges and universities

Financial aid 15 critical to ensuring that all students have access to the State’s col-
leges and umversities As such, the Commussion has long advocated that the State
should provide sufficient financial aid to assist all needy students in accomplishing
their educational objectives However, financial aid not only affects student ac-
cess, 1t also influences their choices Since grant assistance essentially serves to
reduce an institution’s “posted” price of attendance, students can choose to attend
therr institution of choice without regard to the “posted” price Hence, the goal of
grant aid 1s to make the net cost of college attendance at the institution of choice
affordable to all students regardless of their economic backgrounds

The Commussion continues to support the State’s existing Cal Grant policy passed
in 1990 that establishes the following three State policy objectives (1) the number
of new Cal Grant awards should equal at least 25 percent of the State’s high school
graduating class, (2) the maximum grant for recipients attending one of the figure
calculated from State’s public colleges or umiversities should fully cover all stu-
dent fees charged by those institutions, and (3) the maxamum grant for recipients
attending one of the State’s independent colleges or universities should be set at
an amount equal to the figure calculated from the State University’s nonresident
tuition methodology plus the average of the student fees charged at the State Unu-
versity and the University While implementation of the policy 1s conditioned upon
the availability of funding, the policy requires that it be implemented 1n a2 manner
that balances student access and choice

The health of the State’s independent institutions is both directly and indirectly
affected by funding available for the State’s financial aid programs



Indirect effect If the State did not provide grant support to offset increases 1n
student fees for needy students attending its pubhc colleges and universities, the
fiscal health of the independent institutions would likely improve since they would
become a more attractive alternative to some students, given that the gap in the
net cost between the two types of institutions would be reduced However, al-
most without exception, students at the State’s public institutions -- through ei-
ther the State’s Cal Grant program or their institutional grant programs -- have
recerved grant support to fully offset student fee increases In fact, this has been
the only component of the State’s existing Cal Grant policy that has been fully
funded

Direct effect While grant awards for students attending the State’s public col-
leges and universities have been adjusted each year with increases in student fees,
the maximum grant for students attending the State’s independent colleges and
universities has not been increased Since 1989-90, 1t has remained at $5,250
although State policy calls for a level of approximately $8,200 Thus, the relative
value of Cal Grants for students in the independent sector has declined 1n relation
to the fees those students pay, while the relative value of awards for students in
the public sector has come close to keeping pace with fee increases The decline
in the relative value of the Cal Grant award at the State’s independent 1nstitutions
has likely resulted 1n the observed decline in the percentage of Cal Grant award
recipients choosing to attend an independent institutions Thus, the State’s failure
to fund this component of the policy not only has hmited the ability of California
needy students to choose from among the State’s various higher education institu-
tions, but it has also negatively impacted the fiscal health and vitality of the State’s
independent sector

Combination of effects Often the combination of effects of State action results in
the improvement or the deterioration of the fiscal health and vitality of the State’s
independent institutions AICCU’s report suggests that the health of the State’s
independent institutions at present 15 “counter-cychical” to the fiscal health of the
State’s public institutions That is, in recent years, when the public systems are
fiscally stable and expeniencing enrollment increases, the State’s independent 1n-
stitutions generally are expenencing enroliment decreases and tend to be in a less
positive fiscal condition and vice versa This trend appears to be a change from
previous periods when the effect of one on the other was not so closely correlated
Thus current correlation can be attnibuted, in large measure, to all four of the afore-
mentioned annual State fiscal decisions However, of special importance is the
failure of the State to fund two components of its Cal Grant policy -- an increase
in the number of new grant awards and funding the maximum award for students
attending independent mstitutions  This failure has had a sigmificant negative 1m-
pact on the health and fiscal stability of the State’s independent colleges and umn-
versities

Recommendation I The Commission recommends that, as the State’s policy
makers debate and make decisions about the aforementioned fiscal issues,
they recognize and consider the effect those decisions will have on: (1) the
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ability of students to choose among California’s higher education institutions,
and (2) the future fiscal health and vitality of the State’s independent col-
leges and universities. Further, the Commission recommends that the Gov-
ernor and Legislature move toward balancing the level of support provided
to all three components of the State’s Cal Grant policy: (1) increasing the
number of new grant awards to equal 25 percent of the State’s graduating
high school seniors, (2) fully funding fees for recipients at the State’s public
institutions, and (3) increasing the maximum grant award for students at-
tending the State’s independent colleges and universities so that it equals the
sum of the State University’s nonresident tuition methodology and the aver-
age of the State University’s and University’s resident student fees.

Another fiscal issue affecting the State’s independent colleges and universities re-
lates to their status as tax-exempt inshtutions As nonprofit institutions, the State’s
independent colleges and universities are exempt from paying property taxes How-
ever, they are obligated to pay taxes for direct services As Califorma has moved
in the post-Proposition 13 era toward an increasing reliance on fee-based revenues
for funding services that were once financed through the property tax base, inde-
pendent 1nstitutions have faced increasing tax burdens from local governments
While the precise magnitude of these taxes has not been estimated, the indepen-
dent institutions are concerned that these taxes are gradually eroding their tax-
exempt status and affecting the fiscal viability of their institutions

The Commission made a recommendation in its Challenge of the Century report
that the Constitutional Revision Commussion consider changing revenue and ex-
penditure requirements While the recommendation centers on the State’s ability
to collect revenue and its restnctions on General Fund expenditures, 1t does not
address the 1ssue of the impact of revenue collection on colleges and universities

Recommendation2  As the Constitutional Revision Commission, the Legisla-
ture, and the Governor study the State’s shifting taxing structure, they should
consider the impact on tax-exempt nonprofit institutions, such as indepen-
dent colleges and universities, of the shift away from reliance on property
taxes. Any change in their tax-exempt status should resuli from a delibera-
tive decision-making process where changes and their consequences are care-
fully analyzed.

State policy decisions about strategies for accommodating future growth in higher
education and offenng additional programs at its public institutions will affect both
the State’s public and independent colleges and umversities In this section, the
Commussion discusses these two important planning 1ssues
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In order for the State to accommodate Tidal Wave II -- the expected 455,000
additional students who likely will be seeking enrollment at the State’s colleges
and universities in the coming decade -- California’s independent colleges and um-
versities will need to assist the State 1n accommodating a portion of these new
students Based on current and planned physical capacity estimates, the indepen-
dent nstitutions will be to able accommodate some 40,000 more students than
they presently enroll Further, the independent mstitutions also indicate that they
could increase the number of Califormans that they enroll as well as to expand
their physical facilities further 1n order to accommodate even more Califorma stu-
dents if the pohicy environment would be conducive to that decision

One of the questions raised is whether utilizing the independent institutions to
accommodate a portion of this enrollment demand is a cost effective approach for
the State In the Commission’s earher planning report -- Higher Education at a
Crossroads -- the Commussion concluded that using the State’s independent col-
leges and universities to accommodate enrollment demand is cost effective, par-
ticularly when the analysis takes into consideration the cost of capital outlay In
addition, the Commussion’s Challenge of the Century report calls for the State to
make better use of independent institutions and to use financial aid funding to
encourage students to take advantage of independent institutions to pursue their
postsecondary educational goals

Recommendation 3: As the State undertakes its planning efforts to
accommodate Tidal Wave II, the Commission recommends that the State
attempt to make use of all available capacity in its independent colleges and
universities. If the State wishes to make better use of that capacity, it should
increase funding for the Cal Grant program through one or both of the
following options: (1) increase the maximum Cal Grant award for students
attending the independent institutions, or (2) increase the number of new
grant award recipients. Further, the Commission staff should conduct an
analysis of these two options to determine if either of them is a more cost-
effective approach for increasing the number of students choosing to attend
one of California’s independent colleges and universities, while acknowledging
the purposes of the Cal Grant Program.

In its report, AICCU cites actions that 1t termed “predatory” by a number of public
mstitutions In the instances cited, public institutions established off-campus op-
erations close to independent institutions already offering similar programs Fur-
ther, these academuc programs did not require the review or approval by the Com-
mussion, since they were either approved to be offered on the main campus or not
supported by State funds

While the Commussion acknowledges the benefits to be denived from competition
in postsecondary education, 1t also recommended in The Challenge of the Century
that the State pursue additional regional planmng and cooperation The Commis-
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sion believes that the limited funding available to lugher education makes collabo-
rative planning and the coordination of program offerings among institutions espe-
cially important

Recommendation 4. The Commission recommends that its staff review its
policies on program review and the establishment of new campuses and off-
campus centers to determine if changes should be made to better promote
collaborative regional program planning among the State’s postsecondary
education institutions.

IV. CONCLUSION

Independent colleges and universities are a vital postsecondary education resource
to the State and should be viewed as an equal partner with public systems in
Cabfornia’s postsecondary education enterprise As such, the Commussion be-
heves that the State should attempt to ensure that its policies provide opportuni-
ties for California students to continue to have both access to, and choice among,
the State’s higher education institutions -- opportumities available only if California’s
independent postsecondary sector remains viable
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I. Executive Summary

The cliché of the nineties posits that higher education is in a time of
transition. This characterization is certainly true for the independent sector in
California. As this study attests, the sector itself is changing. Further, the
definitions that guided the relationship between independent higher education
and state policy for all higher education over the last several decades have
begun to change. A confusing phenomenon is emerging in the current setting:
There are indicators that contributions of the sector to public policy goals will
become more vibrant. At the same time there are indicators that the
relationship will deteriorate. Obviously, both outcomes cannot occur. How
can this be? Part of the answer lies 1n the diversity of the sector. The variation
in size and mussion within the sector may produce different results. Another
part of the answer may come from the unsettled times that we are in,
confirming that we are, indeed, in a transitional phase with two very different
outcomes possible.

The uncertainty of how the independent sector will contribute to the
attainment of broader higher education policy goals, comes at a time when
California is poised to see significant growth in higher education over the next
decade. It also comes at a time when the economic contribution of all of
higher education to the state's knowledge-based economy is well understood.
Finally, it comes after several years of very tight state budgets, where choices
among budget priorities have become unreasonable. The unbridled optimism
that has characterized the California spirit since before statchood has been
challenged.

To understand the setting for California independent colleges, a good
starting point is a comparison of sources of income for independent and public
institutions nationally. We have chosen to use three national baseline averages
for comparison. The comparisons include all public four-year institutions in
the country, all independent institutions and a subset of independents; that is,
those rated by Moody's Investors Services. As shown in Display 1-1, the
sources of revenue for independent colleges versus public four-year
institutions are very different. The major source of revenue for independent



colleges is tuition and fees. The major source of revenue for the public sector
is state government. As shown in Display 1-2, the Moody's institutions
compare closely to the national averages for independents, although there are
some variations. Tuition and fees provide about the same percentage of
revenues in the independent sector that are provided in the public sector by
state taxpayer resources. Gifts and endowment resources provide about four
times the revenues for the independents than they provide for public
institutions.
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Endowment 0.4% 63% 4.0%

Private Gits 3.7% 10 2% 6.8%
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*  Reflects medians for all independent institutions rated by Moody's Investors Services.
These are the 1995 medians and reflect 1993 data.
**  Moody's combines state and local appropnations.

Source independent Colleges and Universities. A National Profile, National Instritute of
Independent Colleges and Universities, 1992
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Although the independent sector in California began almost at the time of
statehood, the contribution from endowment earnings in most institutions in
California is about a third less than the 6.3% independent sector national
average and closer to the Moody's comparison institutions. Dependency on
tuition and fee income in California’s independent sector is slightly higher
than the national average as is dependency on gifts and grants. These
differences have the potential to make a substantial portion of the sector more
vulnerable to changes in the economic situation of the state. State aid to
students, while small as a fraction of total operating budgets, and small in
terms of what California spends on higher education, 1s critical for the success
of the independent institutions as they strive to fulfill their critical role in
California higher education. At the same time, state policies toward public
institutions—those that also impact the environment for independent
colleges—are critical in assessing the health of independent institutions.

A major theme of this study is to highlight the critical partnership between
the independent sector and the State of California. Much attention in
California higher education is given to the productive and necessary
partnership amongst the public segments and to the similar partnership
between the public segments and the independent sector. Typically, much
attention is also given to the relationship between the state (via the Legislature
and the state bureaucracy) and the public segments. However, due to the
autonomy of the independent sector, comparatively little attention is given to
the on-going and evolving relationship between the independent sector and the
state. Without desiring or attempting to change the inherent relationship of the
sector to the state, this report highlights how the state and independent sector
can strengthen their partmership.

The central question guiding this report is, “How are the independents
doing?” The question is based on sound policy considerations: if the
independent sector is a major resource available to the state, policy makers
need to understand the current condition of the sector. Unlike the public
sector, which is a creation of state policy, the independents developed apart
from the legislative process. Yet, anyone who understands the origins of the
independent sector in California, knows that it operates best in partnership
with state policy on higher educanon. The question “How are the
independents doing?” is best answered in relation to ancillary questions: How
has the independent sector weathered the recession of the early 90s? How are
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independent sector enrollments holding up? Are there changes in patterns of
enrollment? How have the financial structures of the institutions changed over
time? How is independent sector degree production faring? And finally, how
are state policies affecting the independents?

Two charts that show changes in pattems of revenues and expenditures for
the sector tell a lot about how the sector 15 doing. Educational and General
revenues cover the costs for the fundamental day-to-day operations of an
educational institution. Display 1-3 shows that over the last fifteen years,
California’s independent colleges and universities have become more reliant
on tuition income and slightly less reliant on gift and grant income.
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On the expenditure side of the ledger, the changes are more dramatic.
Display 1-4 shows that significant shifts in spending have occurred that mirror
national trends. For example, six per cent of the budget has shifted from
instructional expenditures to funding for scholarships and fellowships. At the
same time there has been a smaller shift of resources from operations and
maintenance to student services. These shifts seem to have been influenced by
state and federal policies. In the case of increased support for institutionally
funded student aid, the shift correlates with declining support from state and
federal sources for grant assistance. The shift from physical plant to student
services seems to be a direct result of the unfunded mandates of new
regulations for all colleges beginning in the 1980s.
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Specific findings of the report are included in each chapter. However, five
conclusions summarize trends across the breadth of the study. They include:

The independent sector is actually two sectors. One depends on a
mix of resources, including tuition revenues, indirect support for
research, and contributions from endowment and gifts. The other is
more reliant on tuition and fee revenue. The latter is less capable of
generating contributions from endowment income and less likely to
pursue funding for research activities.

Both sectors experienced significant stress during the five year
period 1985 to 1990. Both exhibited some evidence of recovery during
the period 1990 to 1993.

The second group of institutions seems to be more affected by
changes in state policy toward higher education, including support
for student aid, and by increases in enrollments in the public sector.
Support for student aid correlates with growth, while increases in public
enroliments put pressure on the independent sector. The second group
of institutions may also be the primary sites where the independent
sector is able to accommodate a significant portion of California’s
enrollment needs in the next decade.
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« Rather than rank ordering, the two sectors seem to operate in a
parallel fashion. One tier of institutions seems to demand significantly
higher levels of capital, at the same time its points of financial stress
seem to coincide with the other tier of institutions.

¢ During the period of the study, enrollments and degrees have
increased but share of enrollments and degrees has declined.

« State policy affects the independent sector in many ways. Changes
in enrollments in the public sector, neglect of the student aid programs
in both the public and private sectors, increases in fees and assessments,
all change the capabilities of independent institutions to contribute to
the higher education resources available to Californians.

Because of the diversity of institutions within the independent college
sector, the findings of this report are logically not uniform. If nothing else is
learned from the study, one should come away with the conclusion that simple
answers to problems and challenges are not available. Too much attention on

one aspect of the independent enterprise will require neglect of an equally
important one. While the relative budgets of independent colleges do not yet
balance out to a classic zero sum equation, the dynamics of the financial

environment are considerably more complex than they were in earlier periods.
The issues and dilemmas facing the sector are summarized in the chart below:

Issue

 Student
Applications

Enroliment

Budget

Fiscal Health

Positive Factor

Total applications seam to be
holding steady

Total enroliment over the period
of the study is up

For the most part, balanced
budgets have bean achieved

Independent institutions are
working to meet changes in the
environment by modifying finan-
cial structures and processes
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Offsetting Factor

Applhcant yield 1 showing some
declines

The increasing use of
institutionally funded student aid
and lwans by students is a cause
for concam

There Is a shift in expenditures
that may be dictated by financial
stress rather than voluntary choice

Declining support for state funded
student aid and increased
mandates have put pressures on
pattems of expenditures

The uncertainty of the current environment has led institutions to think
carefully about fundamental restructuring. Several institutions have done
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strategic reviews of both their mission and curriculum. Many institutions have
restructured their budgets to concentrate resources on educational activities.
Several institutions have done intensive thinking about tuition pricing and the
overall relationship between institutionally-funded student aid and tuition
price.

The continued contributions of the independent sector to the state are
dependent on a number of factors; some are in the control of the institutions
themselves, others are in control of the state, still others are in the control of
individual students and families. A strong partnership between the state and the
independent sector is critical to the optimization of a continued role for the
California independent colleges and universities.

Display 1-6 presents a graphic summary of the cumulative financial ratios
analyzed in this report. The graph provides a summary of the financial ratios
for each AICCU institutional group over the period of the study. It shows that
the overall health of the sector is good but far from robust. (See Appendix 2:
Display A2-1 for a listing of AICCU groups. See Appendix 4 for an overview
of financial indicators ratios, by group.)
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II. Introduction and Background

An Overview of California’s Independent Colleges and Universities

Dating back to the early 1850s, independent colleges and umversities
represent the oldest higher education tradition in California. In 1851, three
years after California's entry into the Umon, both Santa Clara University and
the University of the Pacific opened their doors. In contrast, the first campus
of what is now known as the California State University was started as a
normal school in 1857. Eleven years later, the University of California opened
its first campus in 1868. It was not until 1908 that California's community
colleges began evolving from high school extensions into junior colleges.

At the same time, independent colleges also include some of the newest
institutions in the state. The Pacific Graduate School of Psychology was
established in 1975. Both the American Academy of Dramatic Arts and The
Fielding Institute were established in 1974,

Today, seventy-two (72) independent colleges and universities are
members of the Association of Independent California Colleges and
Universities (AICCU). These seventy-two colleges and universities are
accredited by the Western Association of Senior Colleges (WASC). They are
also non-profit and degree-granting institutons !

Uniqueness of both mission and campus culture are hallmarks of
Cahfornia’s independent colleges and universities AICCU members range
from small specialty colleges 1n the arts and sciences with a couple of bundred
students to large comprehensive universities with more than thirty thousand
students. In between this range are free-standing graduate and professional
schools, campuses with Christan, Catholic, and Jewish affiliations, single

1 AICCU esumates that a total of 112 degree-granting and non-profit institutions actually operate
n Califorma. However, the vast majonty of the forty non-AICCU member mstituirons are either
not regionally accredsted or they are seminanes with a student body very different than traditional
degree grantung institutions. AICCU further estimates that of these forty institutions, fewer than
five are eligible for AICCU membership. AICCU members account for an estimated 98% of the
tndependent sector total enrollment. They also account for 93% of the state financial assistance
recerved by students attending an independent college or umiversity. Non-profit independent
colleges and umiversities should not be confused with propnetary schools or for-profit and degree
granting inshtutions that are not regionally accredited.
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gender schools, traditional liberal arts colleges and universities, residence-
based colleges and universities, and campuses for working adults.

California’s independent colleges have characteristics similar to their
counterparts across the country. Indeed, aithough the independent sector is
generally less visible in the Western states, California is one of a half dozen
states that comprise a substantial portion of the independent sector nationwide.
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: State Enroliment Rank
(Private)*

: New York 427,990 1
1 Massachusetts 224 689 2
i Pennsylvania 223,267 3
Calfomia 215,513 4
{llinois 175,254 5
Ohio 115,229 6
Texas 101,159 7
Filorida 100,989 8
Missoun 93,025 9
| Michigan 83,320 10

* Includes all four-year private colleges and universiies
Source: The Chronicle of Higher Educahon, September 1994

The prominence of the sector in this state, as compared to other states is
highlighted by a number of reference points. California boasts three of the fifty-
six members of the American Association of Universities, the key research
institutions in the country.2 The annual US News and World Report’s college
issue routinely includes several liberal arts colleges in California as nationally
ranked institutions. With the exception of a Historically Black College, the
sector has at least one of every kind of independent institution represented
across the country.

Similar to the public segments, independent colleges have educated
California’s citizenry and leaders for generations. Unlike the public segments,
independent colleges are autonomous. Membership of most in AICCU
notwithstanding, independent colleges and universities comprise a sector of
affiliated institutions; not a centralized segment. While allowing for
educational flexibility and creativity, this organizational fact of life presents a

2The Unuversity of California 1s also an AAU member.
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perennial challenge in reminding the public and policy makers of the
significant contributions independent colleges and universities make to the
well-being of California and its citizens. Why should the public and policy
makers care about the contributions of the independent sector? The response to
this question comes best in the form of another question. What would the state
lose if there were no independent sector?

Comprised of 182,400 students, total enrollment of AICCU member
campuses represents 30% of the enrollment of four-year and above students in
California. AICCU members enroll 21% of the four-year undergraduate student
population in California, and 50% of the graduate and professional student
population. AICCU member campuses produce 20% of the four-year
undergraduate degrees in California, 49% of the master’s degrees, 44% of the
doctoral degrees, and 69% of the professional degrees. They also produce 23%
of the teacher education degrees in California.

Independent colleges and universities have a work force of 40,000 full-
time equivalent (FTE) staff and faculty. Their combined gross assets at book
value exceed $7 billion. A sizable student population, work force, and financial
portfolio enable the independent sector to annually contribute $13 billion to the
economy of California. The operating budgets of all the institutions in the
sector amount to $5.5 billion.
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Study of the Financial Condition of the Independents in a Historical! Context

In 1974, given the long history and significant contributions of
independent colleges, the California State Legislature and governor directed the
California Postsecondary Education Commission (CPEC) to develop annual
reports “...regarding the financial conditions of independent institutions...”
These reports were also to assess independent college “...enrollment and
application figures, the number of spaces available, and the respective cost of
utilizing those spaces as compared to providing additional public spaces.”
Finally, the reports were to provide “recommendations concerning state
policies and programs having a significant impact on independent institutions.”
[Education Code Section 66903(19)]. The sections in this report generally
follow the clauses of section 19, including the development of an analytical
model for the utilization of spaces in the sector.

The report is the eighth in a series (1977, 1978a, 1978b, 1979, 1981, 1985,
1988) complying with the legislative and gubernatorial mandate. Due to a
series of staff and budget cuts at CPEC, this iteration of the Financial Condition
Study, represents the first time that the study has been conducted in seven
years. It could not be more timely. Compared to its predecessors, the report
includes more comparative data on the sector in relation to the policy
benchmarks established in the authorizing statute.

Since the last report was published, significant changes have occurred in
California higher education. In the late-1980s revision of the state’s Master
Plan for Higher Education, the Legislature formally acknowledged the
important role the independent sector plays in California higher education.
While affirming the need for the independent sector to be a full and active
partner in higher education planning in California, the Legislature also affirmed
de facto the right of independent college students to receive state financial
assistance. It did so by codifying the process by which independent college
students receive merit- and need-based state financial aid.

The subtle but important clanfications regarding independent colleges and
universities in the revised Master Plan, presaged momentous changes that
would occur in California higher education in the early 1990s. These changes
brought to life key aspects of the revised Master Plan, as the higher education
community increasingly turned to the independent sector as a resource to
address problems and challenges of a magnitude never before experienced in
California since the Great Depression.
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A prolonged recession leading to dramatic budget cuts in the state subsidy
of public higher education, in turn, led to a direct assault on California’s much
cherished principal of “open access.” Public students experienced sharp fee
increases, faculty ranks thinned, fewer course offerings were available, more
courses were impacted, and inevitably enrollments dropped in the sector. These
phenomena occurred, and continue today, on the eve of an expected jump in
the cohort of college-eligible students in California. Over the next decade, it is
anticipated that a minimum of 450,000 more students will be eligible to attend
college than already attend today.

Concomitant with the on-going problems in the public sector, is an
increasing recognition of an important fact related to the independent sector.
Traditionally, independent colleges evidence a significant number of unused
enrollment slots. A 1990 CPEC report (Higher Education at the Crossroads,
1990a ), estimated that unused capacity in the independent sector would be
approximately 30,000 by 2005. AICCU has updated this figure. Currently, at
thirty-nine member campuses, at least 20,000 unused enrollment slots are
available. By the year 2000, another 20,000 are expected, raising the unused
capacity in the independent sector by a minimum of 40,000.

There is littie wonder then, how a healthy and vibrant independent sector
offers a glimmer of hope to a beleaguered higher education community in
California. No one believes that the contributions of the independent sector will
solve all the problems facing higher education. However, with the lives and
careers of many thousands of California’s best and brightest at stake, and with
the very future of California hanging in the balance, the contributions of the
independent sector represent an important part of the solution.

Study of the Financial Condition of the Independent Sector in a Policy Context:
1990-1993

There are two reasons for asking about the financial health of the
independent sector. First, the mandated study in the authorizing statute for
CPEC suggests a series of tasks that should be accomplished in order to make
sound policy judgments. Second, in concurrence with the Education Code
provisions of the Master Plan for Higher Education, the independent sector is a
part of the available resources for educating Californians beyond high school.
When the independents are not healthy, the commitment to the creation of
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educational opportunities, as clearly stated in both our Constitution and
Education Codes, is diminished.

The central question then, “How are the independents doing?” guiding this
series of reports takes on greater significance in the turbulent 1990s. So too do
ancillary questions: How are independent sector enrollments holding up? How
is independent sector degree production faring? How has the independent
sector weathered the recession of the 90s? and, How are state policies affecting
the independents?

The preliminary response to the questions guiding this report is counter-
intuitive. As California’s economy endured a four-year downturn and as the
public segments experienced great hardship, total enrollments and total degree
production in the independent sector increased modestly. As a group ethnic
minority students and women were the main beneficiaries of these increases. A
number of key fiscal indicators also remained guardedly positive. The
independents were able to balance revenues with expenditures. They were able
to sustain modest growth in annual expenditures made per FTE students. They
strengthened their commitment to diversity through unprecedented investment
in financial aid. And, interestingly, federal financial aid (primarily in the form
of loans) to independent college students grew appreciably.

A more informed response reveals bothersome trends. Undergraduate
degree production in the early 1990s was down in the independent sector.
Enrollments for African American undergraduate students, as a percentage of
enrollments, remained essentially static. Chicano/Latino and Asian American/
Pacific Islander students made significant enrollment increases at all levels.
Yet, there is still progress to be made.

Some key fiscal indicators were also problematic. The sector became
increasingly tuition-dependent. While institutional commitment to financial aid
grew dramatically, instructional costs as a percent of total expenses remained
essentially flat. In real terms, the state commitment to independent college
students continued to decline. The eroding tax-exempt status of the
independent sector, the high cost of regulation, and necessary capital asset
management costs (e.g., deferred maintenance) added a fiscal strain on already
tight independent college budgets. Absent a change in certain fiscal trends and
fundamental changes in state and federal policy directed towards the
independents, both short-term successes in the early nineties and long-term
stability are jeopardized.
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A key set of financial changes over the course of the study relate not to the
institutions directly but to the students who attend them. Since the last study,
the level of reliance on student loans has increased geometrically. Some of this
change has been brought about by increased federal loan limits. But an equally
compelling factor is the decline in governmentally funded grant assistance.
This decline is especially dramatic in state funded grants. As will be discussed
in the chapter on student aid, some of the shortfall has been filled with
institutionally funded assistance, but the gap between financial need and
assistance for deserving independent college students continues to grow. At
some point, students will be unwilling or unable to leave their undergraduate
studies with a $30-40,000 loan obligation; they might resist even the most
lucrative of graduate fields if they face loan burdens of more than $100,000.
The limits on student willingness to borrow may soon be reached.

A Word About Methodology and Data

A key operating principle of this report has been to employ comparative
data to assess the health of the sector. Where possible, data have been
disaggregated into analytical groups of campuses with similar characteristics
and missions (see Appendix 2). Also, when possible, comparative national data
have been used to view the sector beyond the California context. While the
setting for California is primary to the task required by statute, the national data
allow for comparisons with a broader set of peer institutions. We were
fortunate that Moody's Investors Services (MIS) has recently published its 1995
Higher Education Medians report. The medians are constructed from data
supplied by all institutions rated by MIS. Moody's role in the investment
community is to inform potential investors of the financial strength of potential
borrowers. Thus, their analytical work parallels the questions posed in the
authorizing statute for this study.

Data do not make policy. Exacting analysis and inspired vision create
policy. Given the critical issues at stake, more so than in previous versions, this
report attempts to go beyond the data. It attempts to posit important policy
directions for both the sector and the state. The partnership between the
independent institutions of the state and the public sector has proven beneficial
over a long period of time. As the report shows, continued benefits to all
Californians provided by a vigorous independent sector are at risk.
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I1I1. Applications, Enrollment, Capacity,
and Cost to the State

An underlying assumption of two Master Plan policy bills passed in 1991
was that the state would benefit from a continued partnership with the
independent sector. The statutes include the independents as a full partner in
the development and implementation of state higher education policy (AB 617)
and establish a methodology for setting the maximum student aid award (AB
4270) for each sector in the Cal Grant program. The methodology was
established, in part, as a cost effective way of utilizing the independent sector.
While the commitment was made in statute, as shown below, the commitment
to fund the partnership has been lacking.

The CPEC statutory requirement links applications, enrollments, space
availability, and the cost to the state as substantive questions to be answered in
this report. This chapter looks at each of these key issues and presents a model
from which to judge alternative public policy strategies.

The Process of Admissions

Marketing experts in American corporations study demographics to find
the best opportunities for potential yield. They define a target population and
they estimate the relative cost of yield. In a college context, admissions offices
go through a series of similar steps. The admissions process is the culmination
of a series of attemnpts to define and identify a market. The admissions process
looks like a normal linear decision process. After prospective students are made
aware of a college, some apply for admission. The applications are assessed
against the institution's criteria and a subset of applicants are offered admission.
Of all students who are offered admission, a fraction actually choose to enroll.
At the beginning of the process each college projects a target enrollment.
Depending on the number of applicants and admits, the target may be adjusted
during the course of the admissions cycle. Finally, the total number of students
enrolled is compared to all of the factors cited above. The following graphs
track the admissions cycle for Fall 1994 first time freshmen and transfer
students.
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For the past several years independent colleges have witnessed a number
of admissions trends. First, nationally and in California, students are applying
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to an increasing number of institutions. Second, final student decision on
enrollment, even with a deposit required in early May, seems to be getting later
and later. Many families are willing to post a deposit to take additional time to
shop for different financial aid packages.

The Moody's medians show a decline in matriculation numbers over the
period 1991-1993 for both public and independent colleges nationally. In
public institutions the decline may reflect the increased pressure on budgets
and access, parallel to the California trends. Independent institutions also show
a decline. That may be a function of affordability for the sector.
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Sector 1991 1992 1993
Independent 40 1% 38 9% 38 9%
Public 51 1% 49.4% 47.6%

Over the past few years independent college enrollments in California have
risen modestly. However, the 1994-95 applications cycle shows evidence of
deterioration. Enrollment data show that independent colleges became rela-
tively more attractive to students when the reductions in courses and increases
in fees affected the four-year public segments 1n the early 1990s. In the 1994-
95 cycle, preliminary estimates of enrollment of freshman students for thirty
institutions declined by about 1%. When compared to 1993, this decrease rep-
resented 370 students below target. For transfer students at forty-seven institu-
tions, there was also a 1% decrease when compared to 1993. That, in turn, was
about 1% less than targeted enrollment. These data suggest that the relatively
stronger position of the public institutions and the continued decline in the
value of the Cal Grant award for independent college students began cutting
into enrollment increases for the independent sector in the 1994-95 cycle.

It is unclear whether this is the beginning of a trend or a one year
aberration. The 1994-95 data on transfers was especially troubling. In several
institutions, especially those in Group II (see Appendix 2: Display A2-1),
transfer yield declined precipitously. At the same time, transfer yield at other
key institutions was very successful. The Group II institutions are a significant
source of transfer spaces. Admissions directors from those institutions,
indicated that the relative value of the Cal Grant, was a significant factor in the
decline. Many commented that the average package (i.c., a mix of grants and
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loans) which has required an increased reliance on loans in recent years, makes
the independent option less attractive than in previous years.

All colleges operate in a competitive environment. Students balance price,
their understanding of relative quality, and other factors when comparing
institutions to make an enrollment decision. Over the past decade, as fees have
increased in the public sector the nominal price difference, or “tuition gap” has
declined. However, students as consumers understand the difference between
nominal and real price differences which is highlighted with the offering of
student aid, especially grant assistance.? The real difference between public and
independent college tuition and fees can be computed by establishing the
average fees by type of institution and then deducting the average grant
assistance per student. State budget policy has kept the real price gap high for
independent college students who are eligible for Cal Grants. As fees have
increased in the public sector, General Fund monies have come close to
supplying “full fee funding,” one of the policy goals of the Master Plan policy
on student aid. Unfortunately, the maximum award in the independent sector—
a second and co-equal portion of Master Plan policy on student aid—has been
held at $5,250 in the past five of six budgets. If the policy were fully
implemented, the current Cal Grant A maximum would be $8,200, still a very
cost effective alternative to funding student subsidies in the public sector.

Enrollment

This report concentrates on “domestic” enrollments, especially in the
chapters on enrollment and degree production. The term refers to students who
are U.S. citizens or permanent residents. Domestic enrollments can be gleaned
from the Integrated Postsecondary Education Surveys (IPEDS), which are a
source of much of the data in this report. The focus on domestic students has a
sound public policy basis because they are the most likely to be affected by
shifts in public policies.

During the fourteen years from 1980 to 1993, total headcount enrollment
in California’s independent sector increased by 10.6% overall (See Display 3-
5.) However, during the four years from 1990 to 1993, total headcount
enrollment increased by only 0.8%. Full-time headcount enrollment steadily
increased by 13.2% from 1980 to 1993. While overall part-time headcount

3 A later section wll discuss the concept of net tuition revenue.
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enrollment showed a moderate increase of 4.4% over the entire period of the
study, it showed declines between 1984 and 1990 and between 1990 and 1993.
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As Display 3-5 shows, at the threc degree levels—undergraduate, graduate,
and professional—the largest enrollment increase was recorded at the graduate
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level, with an increased enrollment of 17.3% from 1980 to 1993. This was
followed by a 11.6% professional enrollment increase, and by an increase in
undergraduate enrollment of 6.8% during the same period.

During 1980 to 1993 undergraduate headcount enrollment increases were
steady; 5.0% between 1980 and 1990 and 6.8% between 1980 and 1993,
However, there was a sharp decline, of 7.2%, in part-time enrollment from
1984 to 1990 and of 4.7% between 1990 and 1993.

The overall increase of 17.3% at the graduate level between 1980 and 1993
was due in large part to the 37.2% increase in graduate full-time enrollment for
the same years. Still, a decline of 10.4% was observed in graduate part-time
enroliment between 1990 and 1993. Due to this decrease, the overall increase
in graduate part-time enrollment was only 2.4% from 1990 to 1993,

Between 1980 and 1990, the overall professional headcount enrollment
increase was a modest 1.2%. Yet, from 1990 to 1993, the total professional
headcount increased by 10.2%. This was due in large part to an increase of
15.5% in part-time professional enrollment for the same years. In fact, from
1980 to 1993, part-time professional enrollment increased by 25.9% compared
to a full-time professional enrollment increase of 9%.

Domestic Enrollment by Gender and Ethnicity

Female students at the undergraduate and graduate levels in the
independent sector now exceed that of their male counterparts. (See Display 3-
6.) At the undergraduate level, women surpassed men in 1990. Women now
represent 54% of the domestic undergraduate student population. From 1980 to
1992, women increased by 8% at the graduate level. They now represent 50%
of domestic students enrolled in graduate programs. The trend is similar at the
professional level. Here, the gap between men and women students has been
narrowing, from 31% women in 1980 to 45% women in 1993. Still, at the
professional level, men outnumber their female counterparts.
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The proportion of ethnic minority students (i.e., American Indian/Alaskan,
African American, Chicano/Latino, and Asian American/Pacific Islanders) at
all three levels also increased significantly from 1980 to 1993. In 1980 ethnic
minorities comprised 20.3% of the undergraduate student body; in 1993 they
comprised 34.1%. At the graduate level ethnic minority enrollment rose from
13.8% to 22.6%. At the professional level ethnic minority enroliment rose from
15.2% to 34.6%.

The early 1990s witnessed similar positive enrollment trends for ethnic
minority students as a group. From 1990 to 1993, ethnic minority enrollment
increased by 6.8% at the undergraduate level, 3.5% at the graduate level, and
7.9% at the professional school level.

While the enrollment of ethnic minority students increased significantly
from 1980 to 1993, African American students grew the least in comparison to
other racial/ethnic groups; at the graduate level (0.7%), and at the professional
level (1.2%). African-American students actually declined at the undergraduate
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level (0.8%) from 1980 to 1993, though from 1990 to 1993 their enrollment
grew very modestly (0.4%).

Asian American/Pacific Islander and Chicano/Latino student enrollment
increased appreciably from 1980 to 1993. Asian American/Pacific Islander
student enrollment increased by 8.2% at the undergraduate, 5.1% at the
graduate, and 14.4% at the professional levels. Though the increase was not as
significant for Chicano/Latino students, a noticeable increase of 6.1% was
evident at the undergraduate level, followed by a 2.8% increase at the graduate
level, and a 3.3% increase at the professional level. From 1990 to 1993, as a
percent of total domestic undergraduate enrollment, Chicano/Latino under-
graduate representation grew by 3.4%, from 9.0% to 12.4%.

While the overall data for Asian American/Pacific Islander students are
very encouraging, Data are not available to determine the distribution of sub-
groups (e.g., Viethamese American, Chinese American, and Cambodian
students) within this larger group.

Similarly, while enrollment numbers for American Indians are up at all
degree levels, their relative small percentage increases and representation in the
state (less than 1%) are not statistically meaningful. However, even modest
enrollment increases for American Indians are encouraging.
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b. Graduate Domestic Enroliment by Ethnicity Over Time
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Enrollment Share

During the fourteen years from 1980 to 1993, when compared to the
University of California and the California State University, independent
college enrollment share has declined slightly at the undergraduate level while
growing slightly at the graduate and professional levels. (See Display 3-8.) In
1980, undergraduates in the independent sector represented 21.7% of the
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combined undergraduate enroliment for the three sectors. Fourteen years later
they represented 21.0% of the undergraduate enrollment in the three sectors.
Similarly, in 1980 independent college students represented 49.9% of the total
graduate and professional enrollment in the three sectors. Fourteen years later,
they accounted for 50.3% of the total graduate and professional enrollment.
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The policy response to these enrollment trends must be made with the
following two concerns in mind. First, assuming that California understands the
critical benefits that it receives from well developed public and independent
sectors of higher education, the viability of the independent sector should
continue to be a part of the equation. Second, the independent sector offers
high proportions of total capacity at the graduate and professional levels. In
order to maintain those contributions the sector must be able to remain
competitive. That requires attention to the needs and contributions of the sector
when planning for additional graduate capacity in public institutions. At the
same time, the undergraduate portion of the enterprise should not be neglected.

Enrollment Capacity

The authorizing statute for this study suggests that two related questions be
addressed. First, what is the available capacity for the sector? Second, at what
price to the state can that capacity be realized? The remainder of this chapter
will address these issues.

A 1993 enrollment capacity survey conducted by AICCU found that
among thirty-nine campuses, there are approximately 20,000 spaces not
utilized at present in the independent sector; 11,000 at the undergraduate level
and 9,000 in the graduate and professional levels. In addition to this current
unused capacity, planned enrollment growth projections suggest there will be
another 20,000 spaces available in the year 2000. Obviously, by extrapolating
to the total membership of the Association, the total capacity would increase by
a significant but currently unknown number. Based on analysis from the last
phase of growth (1960-1974) in the independent sector, if Cal Grant maximum
awards have a closer relationship to a student's cost of attendance, the sector is
likely to grow at a rate that is slightly higher than the underlying rate of growth
in the high school graduation cohort. During the last period of growth, the
independents held, or even slightly expanded, market share among four-year
institutions in California. Growth in the independent sector ultimately saved the
state costs that might have been necessary to accommodate the surge in
enrollment growth at public institutions.

The responsiveness of the independent sector to assist in meeting future
enrollment demands is contingent on a number of factors. Capacity 1s a
dynamic concept. For example, if the relative price charged students in the
public sector is very low and the level of student aid provided to students in the
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independent sector is also low, the capacity may be less than projected.
Likewise, if the maximum Cal Grant for all sectors were funded at very high
levels and fees in the public sector were also very high, capacity in the
independent sector might be significantly higher. The underlying policy of the
existing Education Code (at § 66021.2) is based on an assumption that awards
to students in the public sector should not exceed the cost of offering a space in
this sector. The existing formula starts with the average CSU costs, based on
the non-resident tuition methodology, and then adds the average of CSU and
UC fees. The following section is designed to analyze alternative
methodologies for establishing the optimal state policy for funding the
maximum Cal Grant award for students at independent colleges. It is based on
the broader higher education policy goals of the state.

Developing a Model for Estimating Costs of Utilization

A model for estimating the comparative costs of utilization between the
public four-year institutions and the independent colleges requires judgments
on two types of questions. First, what level of subsidy will optimize utilization
of the available and projected capacity in the independent sector? Second, at
what level of subsidy does it make sense to encourage utilization of the
resource? There are also some underlying assumptions that need to be
explored. For example, is the model for utilization based on a one year trend, or
does it make some assumptions about rates of completion?

Question #1: What level of subsidy will optimize utilization of the
available capacity in the independent sector? Modeling for subsidy is a well
developed task. In the provision of a public good, where public and non-public
providers exist in parallel, availability of the non-governmental alternative is a
function of: 1) how the public alternative is priced or subsidized; 2) the price of
the non-governmental alternative; and 3) the level of need-based subsidy
provided to students who choose to attend the non-governmental alternative.
Discount the price of any commodity to zero and the demand will jump
significantly. Price the commodity at 200% of its natural price, especially 1f
there is a heavily subsidized and similar good available, and demand for that
product will drop to zero. Optimization requires an assessment of the
underlying demand for the good, including the price that most consumers are
able (and willing) to pay.
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In the case of the independent sector, a number of indicators reveal that
state policy has been less than optimal. Relative prices compare at least two
commodities with similar properties. The relative prices between public and
independent colleges are not a simple comparison of the posted price since both
sectors discount from their posted price. Price discounts introduce the concept
of net tuition. The chart below presents a short explanation of how net tuition is
derived in the public and independent sectors.
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As noted previously, state policy affects independent colleges directly and
indirectly. In the direct realm, the relative value of Cal Grants, in relation to
independent college tuition has declined significantly over the last twenty
years. Display 3-10 shows the value of the Cal Grant award in relation to

independent college tuition.
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Over the last twenty years, the percentage of Cal Grant A winners at
independent colleges has declined from a consistent average above 40% to one
consistently below 30%. One explanation for the decline could be that
independent colleges are less attractive than they were twenty years ago, yet
recent data on applicants to the sector suggests the opposite. A second trend
that belies a possible decline in popularity would be the increased enrollment of
non-Californians in the sector. During the past ten years, non-Californians have
risen from approximately 32% of the domestic undergraduate population for
the independent sector to 42%. Some of that change may be the result of
institutional choices about appropriate enroliment mix. However, a significant
part stems from the relative decline in the value of Cal Grants and the resultant
increase in net tuition price to California students. Since the relative price of
the independent alternative for out-of-state students has remained constant,
their increasing attraction to the sector suggests continued viability of the
independent option. Although the value of the Cal Grant in relation to
independent college tuition is of high interest to independent colleges, it is less
an item of interest to policy makers.

A second explanation for the decline in the percent of Cal Grant A winners
at independent colleges, could be that the relative price of independent
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institutions for California families, in relation to the public alternative, has
increased. The declining current value of Cal Grants has exacerbated the
difference in relative price, even at a time when public sector posted prices
have been increasing in high percentage terms. Many indicators suggest that
the second explanation is closest to the truth. Independent colleges have
increased their level of institutionally funded student assistance, in part to fill in
for lost state support. At the same time, even though public fees have risen in
dramatic percentage terms, the net price to students has been mitigated by
significant increases in state funded aid. For example, additions to the
maximum Cal Grant have been provided to students at CSU and UC in each of
the last several years. When the relative price of the public alternatives was
held constant and spaces were available, the independents suffered a decline in
enrollment (witness the period between 1985 and 1990). When public sector
spaces became more constrained, students and families used both increased
institutional assistance and heavy reliance on student loans to achieve access.
In the two most serious years of crisis for public sector institutions,
independent sector enrollments grew at a rate faster than the underlying cohort
of high school graduates and transfer students.

Question #2: When is it optimal to utilize the independent sector? The
second major subsidy policy question relates to relative costs of utilization
between the public and independent sectors. There are a number of associated
questions for this issue also. For example, what is the ratio of students who will
require financial aid versus the number of students who will attend the sector?

In the public sector, the subsidy going to students includes two
components. All students receive non need-based support in the form of fees
that are below the cost of providing the space. In addition to the
undifferentiated subsidy provided by low tuitions, some students receive need-
based assistance to allow them to close the gap between resources and fees.

In the independent sector, the state cost is related to aid which only goes to
students with demonstrated need. But, the subsidy issue cuts differently. If the
sector is attractive to students who require the need-based subsidy, it will also
aturact students who do not require state funded aid. A recent CPEC report
estimates that one quarter of the new students attracted to the sector will need
Cal Grants. In essence, CPEC argues that for each Cal Grant award provided,
three other students will attend the sector without subsidy. That assumption
depends on the relative value of the award. If the maximum Cal Grant is so far
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below the existing costs of attendance, then utilization of the awards will be
below optimal levels and the ratio of students receiving a Cal Grant to those
students attending without the subsidy will decline. That is exactly what has
happened as the relative value of Cal Grants for students attending the
independent sector has declined. For analytical purposes, the CPEC assumption
of a 1:3 ratio of Cal Grant subsidized to unsubsidized students is defensible,
assuming that the maximum award is closer to historic levels. However, at the
current $5,250, which is less than 38% of average tuition, the ratio may be
optimistic.

If the Cal Grant award is set at a level which would produce three non-
subsidized students for each Cal Grant winner, then the net cost to the state for
production of new spaces is one quarter of the total cost of the grant. If the
relative value of the Cal Grant diminishes, the number of non-subsidized
students will also decline. That phenomenon is a function of the net tuition
price facing California students. The value of Cal Grants as a public policy tool
to gencrate enrollments in the independent sector is directly connected to their
value in relation to underlying tuition levels. In the public sector, the average
cost of subsidy might look like this:

Cs = (GF+Cap)+SA
Where
Cs = Cost of subsidy

GF = General Fund support

Cap = Cost of facilities not paid by General Fund support
SA = Funded student aid
Cs = CG*AUj
Where
CG = Average Cal Grant to students in the independent sector
AUj = Change in the number of students attending the

independent sector

Since every student benefits from the subsidy and capital support, the
macro number for support can be established by dividing total support by
number of students enrolled. In the independent sector there is another formula
for computing the cost of utilization:

An example might help explain the model for the independent sector.

« Assume that the average award to an independent college Cal
Grant winner is $8,200 (the current level under the provisions
of AB 4270).
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» If the net change in the number of California students attending
independent colleges with a Cal Grant is 5,000 but the number
of Californians attending an independent college is 20,000, the
net cost of subsidy is $1,640.

The model achieves two state goals simultaneously. First, it focuses state
resources on needy students. Second, it creates more spaces for higher
education opportunity. In the example above, the net cost of providing 20,000
additional opportunities would be considerably below any other available
option, especially when one considers the additional costs of capital for public
higher education spaces. (A more detailed view of this model is presented in
Appendix 3: A Dynamic Approach to Projecting Changes in Independent
Sector Enrollment.)

Concdlusions - The model presented above offers the broad outlines of a
way to analyze alternative state policies. If the state is serious about utilizing
the independent sector for at least part of the projected growth, it will need to
make careful assessments about the relative cost of providing spaces in each of
the sectors. Many current calculations for the cost of providing spaces in the
public sector ignore the costs of facilities. At the same time, the assessment of
the costs of utilizing the independent sector ignores the additional unsubsidized
Califorma students who would enroll in the independent sector, as a result of an
optimal Cal Grant maximum award. Both sides of the equation need to be
balanced if a realistic assumption about costs is to be constructed.

State policy needs to assess the relative costs of utilization of the sector in
ways that have not yet been done before. Over the last several years financial
aid policy has been an after-thought to broader issues of higher education
finance. By incorporating financial aid into the equation early on, policy
makers can affect meaningful changes in both the public and independent
SECtors.
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IV. Degrees

The ultimate objective for most four-year and above students in higher
education is a degree. Thus, one way of looking at the health of the sector is to
look at trends of degrees conferred.

During the past thirteen years, the number of degrees conferred in the
independent sector has increased at all four levels: bachelor's, master's, first
professional, and doctorate. This includes an additional 6,241 degrees or a
15.9% increase in degrees conferred over this period of time. More specifically,
this includes an additional 2,563 bachelor's, 3,076 master's, 191 first
professional, and 411 doctoral degrees conferred. The percentage increases in
degrees conferred by level are as follows: bachelor's (13.7%), master's (20.8%),
first professional (4.8%), and doctorate (23.9%).

In conformity with other sections of this report, degree production was
analyzed over two extended periods. The first was during a general period
(1980-81 to 1989-90) of modest enrollment growth in the public sector. The
second was the four year period (1989-90 to 1992-93) in which public
instimtions were under significant fiscal stress as a result of the prolonged state
budget crisis.

During the ten year period between 1980-81 to 1989-90, total degrees
conferred increased in the independent sector by 13.9%. Within this period, the
greatest percentage of growth occurred among bachelor's degrees where total
degrees awarded increased by 3,219, or nearly 17.2%. This increase in
bachelor’s degrees awarded compared to a growth in FTE enrollment of 7%.
This ten-year period was followed by 2,420 additional master's degrees
conferred, accounting for a 16.4% increase. The increase in master's degrees
awarded compared to a total increase in FTE graduate and professional
cnrollment of 26.1%. An overall degrees conferred increase of 7.4% was
recorded at the doctoral level, in spite of a decline between 1980-31 and 1984-
85. Interestingly, between 1980-81 and 1989-90, first professional degrees
awarded declined by 7.9%, though they quictly rebounded in subsequent years
from 1990-91 to 1992-93.



During the four years from 1989-90 to 1992-93, the percentage increase of
total degrees awarded in the independent sector was a modest 1.8%. This slight
increasc was attributable to a decline of 656 or 3.0% fewer degrees at the
bachelor's level. During these same four years, master's degrees increased by
3.8%. First professional degrees and doctorate degrees increased by 14.2% and
15.4% respectively. The decline in bachelor's degrees conferred during this
period may have been due to decreasing part-time enrollment at the under-
graduate level during the same period.

There is a seeming statistical contradiction between the longer (1980-81 to
1992-93) and shorter time frames (1989-90 to 1992-93). Over the long-term
period there is real growth in the number of degrees granted, although in the
more recent period there is evidence of a slight decline in the rate of increase.
(See Appendix 6: Coordinate Display 4-1.) We suspect that the explanation for
these differences can be attributed to two factors. In the long term, independent
colleges have been successful in encouraging students to complete degree work
more effectively than their public counterparts and more efficiently than earlier
generations of independent college students. The slight decrease in the rate of
degree productivity since 1989 may be a demonstration of increasing
affordability problems. The data are not conclusive but the trends seem to be
very strong.

: ;1. g

Level Percent Change
81andB5 81andQ0 81 and B3
Bachelor's 71%  172% 13.7%
Mastar's 0.5% 16.4%  20.8%
First Professional 4.5% -7.9% 4.8%
Doctorate 5.3% 74% 23.9%
TOTAL 3.8% 13.9% 15.9%

A trend analysis of enrollment levels and degree production in the
independent sector from 1984 to 1993 reveals that total headcount enrollment
increased by 9,181 or 5.3% while the number of degrees conferred during the
same period increased by 4,739 or 11.6%. While there is evidence of steady
growth in both enrollment and degree production, the degree production rate is
higher than the enrollment growth rate during the ten-year period. There are a
number of possible explanations for the faster rate of growth in degrees
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conferred. Curricular changes could have cased time to degree. Or students
could have increased their course loads during the period. Such a phenomenon
could have been caused by institutional changes or because students found it
more economical to take a heavier course load.

Degrees by Ethnicity

Parallel to enrollment trends, the number of degrees conferred between
1980-81 and 1992-93 also went up for Asian-American/Pacific Islanders and
Chicano/Latino students. The number of bachelors degrees conferred upon
Asian-Amencan/Pacific Islanders increased by 5.0% and those conferred upon
Chicano/Latino students increased by 3.4%. Though the number of master's
degrees conferred upon African-Americans was down by 0.8%, there was a
1.1% increase in master's degrees conferred upon Chicano/l.atinos and an
increase of 5.3% for Asian-American/Pacific Islanders. First professional and
doctoral degrees were up by 9.7% and 4.2% respectively for Asian-
American/Pacific Islanders. Chicano/Latinos showed a 1.2% increase at the
doctoral level and a 2.0% increase at the first professional level. African-
Americans did not fare as well. They evidenced a 0.2% increase at the first
professional level and a 1.7% decrease at the doctoral level.
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b. Master's Degrees by Ethnicity Over Time
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Degree Share

During the thirteen years from 1980-81 to 1992-93, total four-year and
above degrees awarded by the independent sector increased by 15.9%, from
39,229 to 45,470. Yet, during this period, degrees awarded by the independent
sector as a percent of total four-year and above degrees awarded in California
decreased somewhat from 32.7% to 29.2%. During the ten years from 1980-90
to 1989-90, degrees awarded by the independent sector as a percent of total
degrees remained essentially the same at 32.7% and 32.1%. Increased
enrollments in the independent sector in the early 1990s had no significant
impact on independent sector degree production as a percent of total degrees
awarded. During the four years from 1989-90 to 1992-93, degrees awarded by
the independent sector showed a slight decrease, from 32.1% in 1989-90 to
29.2% in 1992-93,

The data in this section suggest some counterintuitive conclusions about
enrollments between the public and independent sectors. As fees have
increased in the public four-year institutions, course loads have also increased.
This result is not unexpected. As a commodity is priced more effectively its
utilization will become more efficient. However, the increase in part-time
enrollments in the independent sector suggests that the price in this sector may
be causing students to reduce their educational loads in order to be able to
continue their education. The degrees of change are small. Thus, it may be too
carly to discemn a trend.
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b. Master's Share Over Time
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When broken down by specific degrees, it is clear that a decrease in the
share of bachelor's degrees produced by the independent sector as a percent of
total bachelor's degrees is caused by production increasing faster in the public
sector institutions rather than by an actual decline in independent college
production. During the thirteen years from 1980-81 to 1992-93, the share of
bachelor’s degrees produced by the independent sector decreased from 23.3%
to 19.7%. Apart from minor year-to-year fluctuations, the share of all other
degrees produced by the independent sector remained essentially the same
during this thirteen year period. Master's degrees produced by the independent
sector consistently accounted for approximately 49% of total master's degrees
produced, first professional degrees consistently accounted for approximately
69% and doctoral degrees for approximately 44%.
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V. Financial Indicators

The previous two sections of the report suggest a mixed record over the
last fourteen years. State policy seems to affect parts of the sector in differing
intensities. Yet, the State’s economic vicissitudes of the early 1990s have (to
date) failed to significantly diminish the pattern of contribution offered by the
sector. A close look at seven key indicators reveals both encouraging and
discouraging trends for the major campus groups and subgroups. A description
of the groups is presented in Appendix 2.

The financial ratios used in the report were selected for several reasons.
First, in total they highlight changes in major expenditures and revenues.
Second, they are standard analytical tools used in financial analysis documents
including financial presentations for bond financing. They are also the key
analytical tools presented in the seminal book, Ratio Analysis in Higher
Education by Fredric Prager and Scott Hughes.

Where possible we have included data from the Moody's 1995 Higher
Education Medians. Those ratios are for all independent institutions that have
been rated by Moody's. Generally institutions that are rated by Moody's will be
slightly stronger financially than a cross section of independent colleges
nationally.

One other overarching development should be mentioned. New standards
in the Financial Accounting Standards Board (FASB) will require independent
colleges to include depreciation of their capital assets. At the same time, the
Board will require the elimination of fund accounting. Both changes will alter
future financial results in the sector. The Government Accounting Standards
Board (GASB) has not implemented similar changes for public institutions.
Future iterations of the report will require some norming to establish
comparable data.

Based on the analysis of the ratios, four major trends emerged:

* While the entire independent sector experienced significant fiscal
stress in the 1980s, in the early 1990s substantial progress was made
to assure fiscal viabulity.



+ While each AICCU group evidenced different strengths and
challenges with respect to specific fiscal indicators, a clear pattern
emerged highlighting the relative health of each group and the
relative impact of state policies on each group.

+ AICCU member institutions in Groups I and IIl demonstrated
stronger financial health and were less likely than their peer groups
to be dramatically affected by state policies that impact the
independent sector. Institutions from these groups generate modest
to sizable contributions from their endowment income. Endowment
may offer part of the explanation for their relative immunity from the
effects of negative state policies. However, the major research
institutions may face an alternative problem that smaller, less
endowed institutions never face. Research institutions must
continually sustain their research enterprise.

+ The remaining groups exhibit relatively more responsiveness to even
minor changes in state policy. Those institutions have a smaller
available contribution from endowment income. At the same time,
they are faced with lower reliance on other sources of income
including research support.

The discussion below provides specific insight into how the sector and
each AICCU group measures up to specific fiscal indicators and how the above
conclusions were reached.

#1: Net Revenue Ratio
Definition/Purpose:

Net Revenue Ratio measures the ability of an institution to manage
expenditures as compared to revenues.

How computed:

Total Revenues - (Total Expenditures + Mandatory Transfers) + Total
Revenues X 100

How to Interpret:

A positive and high ratio is considered an indicator of good fiscal
health, although extremes in this ratio may indicate problems. A
negative ratio or one that is close to neutral suggests that an institution
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is operating close to the margin. Improving this ratio requires an
institution to increase revenues and/or reduce expenditures and
mandatory transfers. (The latter adjustments could include reductions
in debt service transfers.) Since this indicator is a percentage
relationship, it allows for comparisons from onc year to the next,
regardless of inflation or other financial vagaries. Relative health is
not hard to interpret for this ratio. A ratio above 5% shows a
vigorously healthy institution. A ratio below 1% suggests an
institution operating very close to the margin. Ratios significantly
above 5% may suggest an anomaly in the data, based on a one year
change in resources.
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70 AICCU MEMBERS

1880 1985 1980 1991 1992 1993
3.03% 3.01% 010% 089% 241%  2.63%

Moody's Median for Unwestricted Operating Margin®

1991 1992 1993

36% 32% 3.3%

* The defingion for the Operating Margin only covers unrestricted funds, The perceniage
differences may be influenced by the relative weight given to restncted fund balances in
independent college budgets.

Sectoral Analysis:

As the above table demonstrates, the buffer between revenues and
expenditures decreased from 1980 to 1990. The rend was reversed the
following three years. The 2.41% and 2.63% ratios evident in 1992 and 1993
are in a similar range as with net revenue ratios reported in previous reports for
the late 1970s through the mid 1980s.

The dramatic recovery in the ratio for the sector from 1990 through the
present bears somec cxplanation. Concurrent with the recovery in the
independent sector were significant challenges to the University of California
and California State University. Both public sectors reduced their total
enroliment during the period. While state funded student aid did not increase,
institutionally funded aid kept the independent sector affordable. Many of the
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independents also used the period between 1990 and 1993 for internal
restructuring. Thus, the increases in enrollments may have not been coupled
with parallel increases in other costs. Such changes would assure a quick
recovery in the net revenue ratio.

Analysis by Group:

:

Similar to the overall sectoral analysis, three of the eight AICCU groups
evidenced relatively healthy to very healthy net revenue ratios by 1993. (See
Display 5-2.) Groups IIA and III evidenced steady and relatively high ratios
from 1980 through 1993. Group I showed stable ratios. As research institutions
with high on-going capital expenditures, the Group I margins are very close.
Surprisingly, Group VI schools showed the highest ratios of all groups in the
early 1990s.

It should be noted that the relative size of an institution will determine how
vibrant changes in the ratio will be. While the financial demands of larger
institutions are more complex, they also operate on a larger scale. Small net
changes in enrollments in a larger institution are less likely to influence net
revenue. In a smaller institution those changes will affect the ratio more
directly.
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GROUP 1980 1985 1990 1991 1982 1993
Doctoral Research Universibes 220% 2.47% 023% 1.06% 2.11% 1.50%

UA Unwversibes with 2,500 to 7,000 FTE 575% 3.63% 085% 1.06% 4.72% 4.13%

HB Colleges and Universities with 1,000 293% 1.56% -045% -3.30% 067% 072%

lo 5,000 FTE

Libaral Arts Colleges with high level B64% 1139% 119% 1.75% 1.91% 1.86%
of endowment

IVA Liberal Arts Colleges & Uruversities 4.39% -0.35% -699% J3.73% 0.81% 284%

with 500 io 1,000 FTE

\VB Small Liberal Arts Collegea/Universitios -0 45% -0.52% 192% -1.48% 239% 066%

Vi

with 300 to 1,000 FTE
Specialized Inslitutions 0.02% 3.38% 0B83% -4.44% 292% 3.80%

Profassional Schools 3684% 034% 254% 3.45% 4.65% 4.81%

By 1993, Group IIB and Group IVB with ratios of .72% and .66% barely
placed on the plus side of the ledger. Group IIB schools consistently had a
problematic net revenue ratio in the early 1990s, unlike their collective
experience in the 1980s. Group IVB schools demonstrated a more dramatic
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upward and downward trend. The significant fluctuations in ratios of Groups
IIB, IVA, and IVB are cause for concemn. These fluctuations attest to the fact
that normal budgetary planning assumptions in a volatile fiscal climate are
almost impossible.

Net Revenue Ratio Summary:

Over the period of the study the sector seems to have been able to manage
resources, although there have been significant periods of stress in several
groups. With very modest positive net revenue ratios, Group IIB and IVB
institutions present cause for concern in their ability to keep revenues above
expenditures. Independent institutions nationally have also shown some
pressure on this ratto.

#2: Educational and General Revenue Contribution Ratio
Definition/Purpose:

Educational and General Revenue Contribution Ratio provides
another way to measure an institution's relationship between
expenditures and revenues.

How computed:
Total Educational and General Revenues +
Total Educational and General Expenditures
How to Interpret:

A ratio less than 1.00 points to a precarious fiscal climate, meaning
expenditures exceed revenues for the major functions of an
institution. While negative ratios are not fatal, consistent negative
ratios cannot be sustained. Annual decreases in the ratio, especially
when it is below 1.00 point to financial deterioration in an institution.

70 AICCU MEMBERS
1980 1985 1990 1991 1992 1993
176 1.64 1.60 1.62 1.64 160
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Sectoral Analysis:

Throughout the period 1980 through 1993, the entire independent sector
maintained a relatively healthy and stable Education and General Revenue
Contribution Ratio profile. Over this period of time, minor fluctuations
occurred. Yet, in 1993, the ratio was only .16 less than it was in 1980.

Analysis by Group:
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From 1980 to 1993, each of the eight AICCU groups, without exception,
kept its Education and General Revenue Contribution Ratio above the 1,00
threshold. In most instances, the margin of stability was thin. All the groups,
apart from Group I, showed ratios that were very close to 1.00. For example, in
1993 the ratio for Group VI was 1.06 and 1.09 for Group V. This latter group
consistently showed the lowest ratio. Yet, in the past fourteen years, only the
Group I institutions managed to reach 2.00. This occurred in 1991 and 1992.
When compared to previous reports, as a rule, this ratio for each AICCU Group
has been higher since 1980 than it was in the late 1970s.
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GROUP 1980 1985 1950 1891 1992 1993
| Doctoral Research Uruversities 188 185 195 202 205 1.98
WA Umvearsities with 2,500 to 7,000 FTE 1.72 123 1.14 114 117 1.18
B Colleges and Universities with 1,000 1.2 1,18 1.3 109 11 1.1
105000 FTE
I Liberal Aris Colleges with high level 1.29 133 1.16 1.16 114 1,14
of endowment
IVA Liberal Arts Colleges & Universities 1.50 132 113 120 118 1.21

with 500 to 1,000 FTE

IVB Small Liberal Arts Colleges/Universities  1.23 1.1 1.20 115 115 113

Vi

with 300 to 1,000 FTE
Specialized Institutions 1.08 109 105 1.01 1.07 1.00
Professional Schools 1.25 1.14 1.12 1.11 125 1.08

Education and General Revenue Contribution Ratio Summary:

Similar to the overall rend for the Net Revenue Ratio, data for this ratio
suggest that the independent sector is consistently able to match expenditures
with revenues. With the exception of Group I, ratios for all groups have shown
modest to significant declines over the period of the study. Several of the
groups ended the period with a ratio very close to 1.00.
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#3: Tuition and Fees Contribution Ratio
Definition/Purpose:
Tuition and Fees Contribution Ratio shows annual income from
student tuition and fees as a percent of an institution’s operational
budget; that is, its total educational and general expenditures (minus
auxiliary enterprises, independent operations, and capital outlay).

How computed:

Total Tuition and Fees Revenues +

Total Educational and General Expenditures
How to Interpret:

A decreasing trend in this ratio suggests that other sources of revenue
(e.g., gifts and endowments) are growing and that an institution is less
“tuition dependent.” However, in some instances, a decreasing
percentage over a planned period of time might be indicative of an
institution’s ability to increase tuition and fees to keep up with
increased costs. Many analysts suggest that a contribution ratio above
75% is a cause for concern. It increases the necessity for institunons
to maintain enrollment in order to maintain viability, However, like
many other indicators in this study, there is a lot of room for
interpretation. A new or developing institution, and many specialized
institutions maintain ratios above 75% for a long period of time.
Those that do, however, are constantly required to maximize

enrollments.
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70 AICCU MEMBERS
1980 1985 1990 1991 1992 1993

47 14% 51.03% 47.37% 5046% 5155% 5187%
Moody's Tuition and Fees Contribution Ratio

1991 1992 1993
57.6% 59.5% 58.8%
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Sectoral Analysis:

Previous reports have uniformly demonstrated that this indicator for the
sector has shown annual decreases. In contrast, the main trend over the last
fourteen years has been upward. While the Moody's median institutions start
with a higher percentage than California institutions, the long term trend is not
as pronounced. In particular, since 1990, the tuition and fees contribution ratio
for California institutions has increased by 4.5%. When this increase is coupled
with the continuous increase in institutionally funded student aid, the trend
provides even more cause for concern.

Analysis by Group:

The AICCU group tuition and fees contribution ratios largely replicate the
sectoral trend over the past fourteen years. From 1980 to 1990, only three of
the groups (Group IIA, IVA, and VI) showed a decrease in this ratio. Still, in
two cases (Groups IIA and VI), the declines left each group with a ratio above
75%. From 1990 to 1993, only Group IIB again showed a decrease in the ratio.
However, of all the groups, only Group I institutions evidenced a modest ratio
of approximately 31-32% during these four years. The ratio for Group I should
be interpreted with caution compared to other groups for two reasons. As
research institutions, the contribution of tuition and fees is expected to be lower
as a result of the research and public service activities of these more complex
institutions. Institutions with a higher research component generally have a
lower dependency on tuition and fees but a heavier reliance on indirect cost
support. Those institutions are also generally more capital intensive than an
institution focused on teaching activities.
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GROUP 1980 1985 1990 1991 1992 1993
| Doctoral Research Urvversites 2B 68% 32.90% 30.12% 3185% 31.83% 31.75%

st

A Universities with 2,500 to 7,000 FTE ~ 80.73% 78.95% 72.91% 77.34% 78.80% 80.71%
NB Cotleges and Universities with 1,000 to  73.68% 79.83% 78.76% 76.84% 80.22% 76.90%

5.000 FTE

Il Liberal Arts Colleges with high level 57 03% 6§9.74% 58.33% 60.25% 6163% 62.89%
of endowment

VA Libera! Arts Colleges & Universites B6.25% 74.62% 867.74% T0.47% 75.04% 78.72%
with 500 to 1.000 FTE

IVB Smafl Liberal Arts Colleges/Universities 53.63% 52 63% 59.44% 58.23% 6146% 63.13%
with 300 to 1,000 FTE
V  Specelized Institutions 75.14% 79.18% 77.66% 67.41% B031% 7875%

V1  Professional Schools 83 91% 82.65% 7B.43% 82.26% 79.27% 8270%
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Tuition and Fees Contribution Ratio Summary:
Both sectoral and group analysis sirongly suggest that the independent
sector, with the exception of Group I institutions, has become more tuition
dependent in the 1990s. In general, this is a troublesome trend.

The Importance of Net Tuition—Net tuition is a subset of the tuition and
fee contribution ratio. It 1s often calculated on a per student basis. Net tuition is
calculated after institutionally funded student aid is deducted from total tuition
revenues. Another way to look at the same question is to calculate the ratio of
total institutionally funded student aid to total tuition revenues. Again, this
figure is often reduced to an FTE calculation. Some commentators suggest that
this ratio should only include unrestricted institutional aid. The rationale for
excluding student aid funded from restricted endowments is simple.
Institutionally funded aid from unrestricted sources is a true discount since
spending from restricted funds is mandated by the terms of the endowment.

In this report we have chosen to report total institutional aid figures,
including restricted and unrestricted funds. Over the last decade, the significant
growth of institutionally funded aid has come primarily from vnrestricted
funds. Restricted funds for student aid have been relatively constant, especially
in relation to total tuition revenue. Thus, most of the trendline has been
influenced by unrestricted funds.

Display 5-7 presents the percentage of institutionally funded student aid by
group as a function of tuition revenues for the latter years of this study
(1990,1991,1992,1993). The chart suggests that institutionally funded aid
absorbs an increasing share of tuition revenues.
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There are two aspects of this ratio to consider. The first is the percentage of
contribution. There is a special issue for Group III institutions which generate
some of their institutionally funded grant assistance from restricted funds.
Therefore, their actual relationship to tuition revenue may not be as critical. At
the same time, the pressures on selective liberal arts colleges to maintain
diversity and to attract highly qualified students are intense. The second issue is
the trendline itself. The general slope of these ratios is increasing. At some
point, commitments from unrestricted revenues to student aid will reduce
available resources for other institutional purposes. Many institutions argue that
a ratio above 20%, one dollar in five of tuition revenues, is an unsustainable
level of assistance. There is some anecdotal information that the slope began to
fall in the 1994-95 admissions cycle. Several institutions have constructed
budget models that explicitly limit use on unrestricted funds for this reason.
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For purposes of this discussion data from Group VI have been omitted
intentionally. Group VI institutions contribute modestly to institutionally
funded student aid. That fact may be attributable to the type of student who
attends a specialized institution. Additionally, many of the institutions in this
group are small and developing institutions.

#4: Institutional Financial Aid as a Percent of Educational and General
Expenditures

A slightly different measure of tuition discount applies institutionally
funded student aid to Educational and General (E&G) Expenditures. The
trendline in this ratio is similar to the trend on tuition revenue.

Definition/Purpose:
Institutional Financial Aid as a Percent of Education and General
Expenditures demonstrates how much of the annual operating budget
is dedicated towards meeting financial aid needs of an institution’s
students.

How computed:

Total Institutional Financial Aid +

Total Educational and General Expenditures
How to Interpret:

Annual increases in an institution's commitment to financial aid are
indicative of both a positive and negative trend. On the one hand,
increases reflect an institution's growing commitment to assuring that
a broad range of students will be able to choose an independent
college. However, as has been noticed in several journal discussions
on the issue, sharp increases in institutionally funded student aid
might show a need to discount price to maintain enrollments. As
shown below, such increases also may reflect a transfer of funds from
other needed areas of an institution's operating budget in order to
maintain enrollments. Such increases also reflect a response to the
State's decreasing financial aid commitment to deserving independent
college students.
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70 AICCU MEMBERS

1980 1991 1992 1993
9.2% 10.2% 11.4% 117%

Dollar Amounts: $233 $282 $319 $367
{in mithons)

Moody's Medians for Institutionally Funded Aid*
1991 1992 1993

13.4% 14.3% 15.1%

*The Moody’s figures are calculated as a percentage of Total Current Fund Expendiiures.
Thus, the number is slighily different from the AICCU insiutions' calkculation.

Sectoral Analysis;

For each of the three years since 1990, there have been increases of
institutional financial aid as a percent of educational and general expenditures
for the independent sector. Those changes are greater than the percentage
change in tuition revenue over the same period. They are also increasing at a
faster rate than the Moody's comparison institutions. While in 1990, California
independent colleges and universities allocated $233 million of their own
resources to financial aid, by 1992 this figure had increased by $86 million and
by an additional $48 million in 1993. Thus, by 1993, institutional financial aid
in the independent sector had reached $367 million.

Analysis by Group:

From 1990 to 1993, all of the AICCU groups, with the exception of
Groups IVA and VI, showed dramatic increases in the percent (and dollar
amounts) of their operating budgets that they dedicated for institutional fi-
nancial aid. During these years, the lowest percentage of the operating budget
dedicated for institutional financial aid was 7.6%; the highest was 17.6%. Even
though Group IVA's percentage decreased from 1990 to 1993, by 1993
institutional aid was still 9.2% of the group's combined operating budget. Only
Group VI appears to have decreased its commitment to financial aid. Again,
that may be a function of the type of student that attends these specialized
institutions.
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Institutional Financial Aid as a Percent of Education and General Expenditures
Summary:

Clearly, both at the sectoral level and the group level, AICCU institutions
with undergraduate students are dramatically increasing their institutional
comrnitment to financial aid. The problem is evident in institutions nationwide.
However, the rate of increase in California independents is especially troubling.
The rate of growth may be partially a function of the depth of the recession in
California, and its concurrent pressure on family ability to pay.

#5: Gifts and Grants Ratio

Definition/Purpose:
Gifts and Grants Ratio shows the revenues from gifts and grants
(including incorne from endowment and other long-term accounts as
they become available for current expenditures) as a percent of an
institution’s educational and general expenditures. It shows the level
at which gifts and grants pay for educational and general
expenditures.

How computed:
Total Gifts and Grants Revenues +
Total Educational and General Expenditures

How to Interpret:

It is expected that this ratio will at least stay constant or preferably
increase over time. However, a short-term decrease is not necessarily
a negative indicator, as long as there is a reciprocal increase (and vice
versa) with the tuition and fees contribution ratio. The logic here is
that if an institution is becoming too tuition dependent, increased gifts
and grants will help ease the tension, thereby lowering the tuition and
fees contribution ratio.

A note of caution should be sounded in relation to all ratios that rely on a
denominator of Educational and General Expenditures. If E&G Expenditures
are rising more rapidly than revenues, then reliance on gifts and grants for
example, will fall. Changes in E&G Expenditures can be related to a number of
factors that have little relationship to the underlying numerator.

A second note of caution should be sounded in relation to wide gifts and
grants ratio fluctuations within a specific group. A large increase for one of the
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years in one of the groups may simply be the conclusion of a fund campaign by
one or more institutions in that group.
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70 AICCU MEMBERS
1980 19685 1990 1991 1992 1993
11.38% 12.09% 12.80% 11 25% 10 95% 10.30%
Moody's Madlans for Gifts and Grants®
1991 1992 1993
6.1% 6 7% 6.8%

*The Moody’s Medians are calculated as a percentage of Total Current Fund Revenus
The trend is more important for companson than are the actual numbere.

Sectoral Analysis:

Previous reports have shown relative constant annual trends for the gifts
and grants ratio. This pattern essentially held true from 1980 through 1990.
However, from 1990-1993 a subtle but clear downward trend emerged. At the
same time, at least as it relates to Moody's comparison institutions, the trend
nationally was upward. Coupled with increased dependency on tuition, this
trend suggests increasing difficulty in attracting an appropriate mix of
resources for California institutions. An increasing reliance on one source of
revenue suggests future problems if that source, for whatever reason, declines.

There is some evidence that gift and grant funds are increasingly being
used for current operating expenses, including funding of institutional student
aid. The data are impossible to disaggregate, but anecdotal information
suggests the trend. To the extent that gifts and grants revenues substitute for
other operating sources of income, the demand to produce gift results becomes
even stronger.

Analysis by Group:

An interesting phenomenon occurs when the gifts and grants ratio is
measured during the five-year intervals from 1980 to 1990 and then compared
to the annual intervals from 1990 to 1993. During the years from 1980 to 1990,
three AICCU groups, Group I, Group IIA, and Group VI showed gifts and
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|
grants percentagé increases. However, during the four years from 1990 to 1993,
Group I and ITA experienced a decreasing trend in the gifts and grants
contribution ratio. Group VI only began to reverse this trend in 1993. With the
exception of Group IIB, all AICCU groups had a decreased gifts and grants
confribution ratio in 1993 when compared to 1990. In smaller institutions
significant changes in the ratio might be caused by changes in other income
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GROUP 1980 1985 1990 1991 1992 1993

SEEE

| Doctoral Research Universities 11.38% 13.13% 14.30% 13.05% 13.27% 1210%
HA Universitias with 2,500 to 7,000 FTE  10.41% 537% 1081% 7.85% 6.23% 7.16%

B Colleges and Universities with 1431% 9.98% 5.89% 5.59% 6.21% B6.40%
1.000 10 5.000 FTE

M Liberal Arts Colleges with high level 22.56% 27.05% 1582% 14.58% 12.69% 11.70%
of endorsement

VA Liberal Aris Colleges & Universities 11.65% 10.83% 9.09% 9.21% 10.76% 8.41%
wrth 1.000 FTE

IVB Small Liberal Arts Colleges/ 25.88% 1914% 21.21% 18.08% 16 06% 14.13%
Universities with 300 to 1,000 FTE

V Spewalized institubons 911% B.40% 7.52% 948% 8.26% 6.77%

VIl Professional Schools 246% 2B1% 4.47% 3.67% 1.57% 279

Gifts and Grants Contribution Ratio Summary:

Both sectoral and AICCU group trend analyses show that during the tough
fiscal climate of the early 1990s, fundraising efforts have suffered modestly. In
light of the depth of the recession in California, that actually might be a good
sign. If the decline in the gifts and grants ratio was caused by the recession, the
ratio should be expected to recover as the economy of the state recovers. If the
decline 1s based on longer term competition for charitable donations or because
the tuition ratio is growing more rapidly than other sources of income, then the
trend is especially troubling. The ratio hints at long-term problems for the
sector but those signs will not be confirmed until the recovery in the state is
more vigorous.

.57.



#6: Instructional Costs Ratio
Definition/Purpose:
Instructional Costs Ratio shows the amount an institution dedicates

annually for direct instructional expenditures as a percent of total
educational and general expenditures.

How computed:

Total Instructional Costs +

Total Educational and General Expenditures
How to Interpret:

While previous reports have suggested that a percentage decrease
over time has a direct impact on the “ability of an institution to
maintain current levels of quality in educational programs,™ recent
dialogue on educational outcomes also suggests that some of the
decrease could be attributable to changes in expenditure patterns such
as funding the costs of regulatory compliance. Thus, decreases in the
instructional cost ratioc do not necessarily mean a diminution of
educational quality. However, since the raison d'étre for institutions
of hgher learning is to pass on knowledge from faculty to students,
logic dictates that it is probably not desirable to see a decrease in the

instructional costs ratio.
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70 AICCU MEMBERS

1880 1965 1990 1991 1992 1993
36.54% 3532% 3079% 3220% 3275% 3216%
Moody's Medlans for Instructional Cost*

1991 1992 1993

27 8% 27.7%  27.6%

* This ratio 18 calculated as a percentage of Total Current Fund Expendstures.
The trend hina is more important than the actual numbaers.

41982 Financial Conditon Report, p.13.
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Sectoral Analysis:

Previous reports have shown annual decreases in instructional costs as a
percent of total education and general expenditures for the sector. Our long-
term findings generally confirm this trend. In particular, during the period
between 1985 and 1990, the entire sector witnessed a sizable decrease in this
ratio. Especially critical were declines in Group IV institutions. While there has
been some recovery in each of the groups since 1990, the ratios have not
recovered to previous historic levels. As with several other ratios, the long term
trends in California seem to be accelerated over this period for the institutions
in Moody'’s sample.

Analysis by Group:

During the period from 1980 to 1990, all eight AICCU groups evidenced a
decline in instructional costs as a percent of total Education and General
Expenditures. From 1990 to 1993, all of the groups with the ¢xception of IIB
and IVB began to evidence very modest increases in their instructional costs
ratios. The increases are too modest to conclude that a notable trend has
emerged.
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GROUP 1980 1985 1990 1991 1992 1993
| Docloral Research Universities 34.14% 34.08% 20.86% 30.80% 30.86% 28 90%

A Universities with 2,500 to 7,000 FTE  39.90% 38.81% 32 11% 36.18% 37.23% 37.38%

B Colleges and Universites with 48.84% 42.99% 36.17% 35.51% 38.60% 3561%
1.000 to 5,000 FTE
W Liberal Arts Colleges with high level  37.20% 32.57% 20.52% 29.82% 30.12% 30.71%
of endorsement
WA Lberal Arts Colleges & Universities 36.56% 31.69% 30.89% 31.04% 3254% 3271%
with 500 to 1.000 FTE
IVB Small Liboral Arts Colleges/ 28.55% 23.60% 2528% 26.04% 24.48% 24.449%
Universities with 300 lo 1.000 FTE
V  Specialized instiutions 30.09% 36 779% 34 74% 34.01% 36.47% 35.94%
¥l Professional Schools 40.20% 36.37% 33 85% 33.87% 42.90% 36.01%
Instructional Costs Ratio Summary:

After a decade of decreasing instructional cost ratios, data for the 1990s are
beginning to look a bit more positive. However they are inconclusive as to
whether the independent sector has begun to draw the line against an erosion of
its financial commitment to instructional costs.
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#7: Percent Change in Educational and General Expenditures per FTE
Student
Definition:
Educational and General Expenditures per FTE Student registers the
average dollar amount of educational and general expenditures
directed towards each FTE student at an institution. This ratio is
controlled into constant dollars (1992 base) and also controlled for
enroliment.

How computed:
Total Educational and General Expenditures -+
Number of FTE Students

How to Interpret:

Ideally, this indicator should show modest annual growth. Annual
decreases point to financial deterioration as a consequence of inflation
or enrollment growth unaccompanied by budgetary growth.

(Constant Dollars, 1992)
70 AICCU MEMBERS

1880 1985 1990 1991 1992 1983
$16401 $19,086 $24,326 $25,016 $25,140 $25,941

% Change — 16% 27% 3% 0% 3%
from Previous
Period”

*Percantage change indicators are annualized only for the periods between 1990 and
1993. The previous indicators reflect the total change ovar five years.

Sectoral Analysis:

From 1980 to 1990, Education and General Expenditures per FTE student
grew by 27%, or on the average 2.45% each year. That is smaller than the rate
of growth in tuition. For each of the years 1991, 1992, and 1993 the changes in
education and general expenditures per FTE student ranged from substantially
less than 1% to 3%. The 1991 and 1993 percentage growth mirrors inflation
(approximately 3%) for the early nineties. It remains to be seen if the less than
1% growth in 1992 is an anomaly.
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GROUP
| Doctoral Research Universities
% Change
Universitres with 2,500 to 7,000 FTE
% Change
Universitias with 1,000 to 5,000 FTE
% Change

Liberal Arts College with high
endowment
% Change

Liberal Arts Colleges & Universities
% Change

Small Liberal Arts Colleges/
Universibes

% Change
Specdigiized Institutions
% Change
Profassional Schoois
% Change

R

IVA

va

Vi

Analysis by Group:
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1880 1985 1990 1891 1992 1993
$35,248 $386,612 $51,264 $50,119 $49,763 $50,475
10% 33% -2% -1% 1%

$9,045 $11,898 $13,838 $15,485 $16,655 $16,097
28% 18% 12% 8% 3%

$7,865 $8,380 $10,882 $13,630 $12,999 $14,611
7% 30% 25% 5% 12%

$15,212 $17,612 $21,847 $20,926 $20,050 $21,865

16% 24% 4% 4% %
$7,291 $10,398 $14,445 $14,382 $12,982 $13,60C
23% 39% 0% -10% 5%
$7,809 $9,910 $11,592 $12,712 $13,499 §$12,005
24% 1%  10% 6% 4%
$8,595 $11,209 $15,753 $18,902 $18,556 $21,40C
0% 41%  20% -2% 15%
$9,847 $11,569 $14,38% $13,793 $14,232 $15,23&
7% 24% 4% 3% 7%

From 1980 to 1990, seven of the eight AICCU groups showed healthy
increases in Education and General Expenditures per FTE student. The
increases ranged from 17% to 41%. While four groups showed decreases from
1991-1992, from 1992 - 1993 six of the eight groups showed increases. Group
IIA and Group I'VB both showed a decrease. The remaining six groups (I, IIB,
III, IVA, V, and VI) ranged from modest increases of 4% - slightly above
inflation — to very comfortable increases up to 15%. Shifts among E&G
Expenditure spending categories will shift the attractiveness of an institution in
the sector. The underlying data suggest that over the period of the study,
resources have been diverted into coping with items such as regulation at the
ultimate expense of the educational program. Such a trend is not sustainable, if
the diversion from the central purpose of the institution continues.
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Educational and General Expenditures Per FTE Summary:

From 1980 to 1990, the percent of Educational and General Expenditures
per FTE Student in the independent sector demonstrated positive annual growth
to varying degrees. From 1990 to 1993, it appears that the sector essentially
was able to keep Educational and General Expenditures current with inflation.
However, based upon their decreasing ratio from 1992 to 1993, Groups IIA and
IVB merit attention.

Conclusions - The financial condition of the independent sector can be
divided into two distinct time periods. Financial results scem to parallel
enroliment and degree trends. The first period, 1985 to 1990 cvidences
significant indicators of stress. The second period, 1990-1993, offers some
recovery for several ratios.

The long-term trends still raise some considerable reasons for concemn.
Institutions at the start of the period under study had considerably greater
flexibility in the management and direction of resources. The independent
sector has been able to offer Californians significant opportunities, in part,
because of its ability to respond dynamically. If the negative trends continue,
the sector will be less capable of meeting even its traditional share of
enrollment in a period when enrollments in California institutions are expected
to increase by more than 450,000 students.

-62-



VI. The Role of Institutional and

Governmental Student Aid

The Cal Grant Program

Since 1956, California has exhibited its financial aid commitment for
deserving students through its Cal Grant programs. When originally developed,
the Cal Grant A program was primarily intended for independent college
students and was explicitly designed to meet one hundred percent (100%) of
their tuition and fees costs. The one hundred percent goal was essentially
realized for independent college students during the Cal Grant A program's first
twenty years of existence. Since the mid-1970s, a gap between independent
college tuition and maximum Cal Grant A awards has grown unabated
annually. (See Display 6-1.) As recent as 1980, maximum Cal Grant A awands
represented 69.4% of tuition. By 1990 the maximum represented less than half
(46.6%) of tuition. Three years later in 1993, the maximum had dropped to a
mere 32.9% of tuition. The static six year funded level of the maximum Cal
Grant award to independent college students has made the awards less effective
in encouraging students to attend an independent college.

1980 1985 1990 1991 1992 1993
69.4% 520%  46.6% 43.2% 40.7% 32.9%

Similarly, throughout its recent history, the percentage share of Cal Grant
A awards received by independent college students as compared to public
college students has decreased annually. While in 1980, independent colleges
students received 43.7% of the total Cal Grant A awards, by 1992 they only
received 27.8% of the awards. There has been no rational policy shift to
accompany this downward trend.
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1980 1885 1990 1991 1982 1993
43.7% 33.5% 30.5% 30.0% 27.8% 27.9%

The long-term annual decrease in the maximum Cal Grant A award, and
the decreasing percentage of Cal Grant A awards actually received by
independent college students, provide two major reasons why independent
colleges and universities have had to augment their institutional financial aid
allocations at the expense of other budgetary needs.

Federal Financial Aid Programs

Similar to state aid programs, federal financial aid programs traditionally
have been another important source of assistance to independent college
students. In particular these programs have included the need-based Pell Grant
and various loan programs. Contrary to the Cal Grant program, total (non-loan)
federal financial aid to independent colleges students in California has
increased significantly in recent years. From 1990 to 1993 federal financial aid
to independent college students increased by $25 million.

70 AICCU MEMBERS
1990 1991 1902 1993
Total Foderal Ad $59 $65 $73 $84

(in miions)

However, during the same years, federal financial aid as a percent of total
aid granted to independent college students remained essentially constant. In
1990 federal aid accounted for 16.7% of total aid granted to independent
college students in California. By 1993 it accounted for 16.4%.



70 AICCU MEMBERS

1990 1981 1992 1993
16.7% 15 8% 16.2% 16 4%

Both the increase in federal (non-loan) aid to California’s independent
college students and its relatively minor impact as a percent of total
institutional aid in the independent sector, both suggest that the federal
government is not directly responsible for the independent sector's need to
increase institutional financial aid. To be sure, the years from 1989-90 through
1992-93 witnessed & major increase in federal loan volume assumed by
California's independent college students. In 1989-90 the student loan volume
was $336 million; by 1992-93 it was $471 million. The intervening years
accounted for 13.3%, 14.5%, and 8.1% increases in student loan volume.
However, as evidenced above, assumption of the growth in federal loan volume
was passed directly to the students and not to independent college institutions.

Display 6-5 charts the changes in grant and loan volume over the four year
period, 1989-90 through 1992.-93, The significant shift in resources, from
grants to loans and the increases in institutionally funded grants coupled with
the decline in the value of Cal Grants suggest a rapid shift in support that could
cause long term problems for the institutions and also for state policy. Based on
the other shifts in ratios, described previously, the almost 40% increase in
institutionally funded aid over just four years is a non-sustainable trend. As was
shown in the display on Educational and General Expenditures in the Executive
Summary (Display 1-4), there 1s a measurable relationship between the changes
in expenditures for instructional cost and for student aid. That trend is present
for the entire period of the study, but the shift may be even more dramatic over
the shorter time outlined in the chart below. At the same time, the rapid
advance in loan volume suggests that many students choosing an independent
college will leave those institutions with substantial debt burden before they
begin their carcers. Students who leave college with substantial debt
obligations may make different career choices. Students with heavy debt
burdens have been shown to be less likely to complete their degrees. The debt
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burden may also change consumption patterns for several years after students
graduate, For example, purchases of first houses and other major capital
expenditures could be delayed.
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VI1I. Developing Policy Issues

This chapter is admttedly more speculative than the previous ones. In
developing this paper four issues were uncovered that do not have a clear
policy response. Each presents long-term financial implications for individual
campuses and for the independent sector as a whole. Over the long term, if the
financial implications of each issue continue in a negative direction, there will
be a profound effect on the ability of the sector to contribute to the higher
education resources available to Californians. The issues may not be limited to
the independent sector. The four issues are:

¢ Continuing capital needs of the sector

» Threats to the exempt status of independent colleges
* Dealing with the cost of regulation

» Responding to the growth of off-campus centers

As these questions were being explored, the Association developed a
survey to estimate the impact of the first three issues. Member institutions were
surveyed in October 1994. This section will discuss cach of the issues and
present the data that the Association has been able to collect to date. Each of
the issues will benefit from more comprehensive study, yet the indicators are
strong enough to provide at least a series of preliminary conclusions.

Continuing Capital Needs of the Sector - Higher education is labor and
capital intensive. This is true for both research institutions and for colleges
whose mission is primanly teaching. As previously noted, capital expenditures
in an independent college follow certain standard accounting rules. Since the
vast majority of colleges and universities use some form of fund accounting,
expenditures for this kind of activity are generally made out of a plant fund. In
a for-profit enterprise all resources are considered to be in one “pot”. Thus,
since all money is “fungible”, it makes httle difference where money is derived
from or where it is spent. In fund accounting, institutions must separate
revenues and expenditures 1nto a series of funds. In colleges and universities,
the funds generally fall into a general fund, a plant (and facilities) fund, and an
endowment fund. The assumption of fund accounting is that it allows all



resources and expenditures to be tracked to a particular purpose. In reality, the
complexity of colleges and universities assures that the uses may track across a
series of funds. The accounting profession (through the Financial Accounting
Standards Board (FASB) rule 117) has eliminated the use of fund accounting
for independent colleges starting in fiscal year 1996.

While independent colleges and universities operate under rules developed
by FASB, public institutions follow accounting rules developed by the
Government Accounting Standards Board (GASB). Until a few years ago, that
difference was a minor technicality. FASB recently ruled that colleges under its
standards must depreciate their physical assets over a calculated useful life,
based on the type of physical asset. Over time, if this difference is allowed to
continue, comparisons between public and independent colleges will become
more complex, because the underlying numbers will be based on profoundly
different starting points.

Plant fund expenditures generally fall into four areas:

» Current Operations and Maintenance of the Capital Assets of the
Institution: This category is the capital that the current physical plant
needs to operate. The IPEDS data include calculations for this
expenditure.

» Capital Renewal and Replacement: After a physical asset is depleted, it
must be replaced. When an institution is under financial stress it may
defer those expenditures or may extend the normal renewal schedules.
Deferred maintenance is calculated by an institution based on
deviations from its normal schedules of renewal and replacement. An
early indicator of financial stress is an increased reliance on deferred
maintenance.

» Code Maintenance: As building codes change, colleges and
universities are required to update their faciliies to meet the new
codes. Sometimes those changes can be accommodated in the normal
process of renewal and replacement of facilities. In other cases, the
building codes require an immediate change. An example of code
maintenance expenditures are those required to make college and
university facilities accessible to the disabled.

e Capital Investment: These expenditures are for additions to the
physical plant. They may be financed out of current funds, out of
borrowed money or out of gift income.
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Independent colleges base their expansion plans on an assessment of
market conditions. Most institutions finance their major expansions out of gift
revenue or by borrowing the funds using either tax exempt bonds through the
California Educational Facilities Authority (CEFA) or through other financial
markets. As a result of the 1986 Federal Tax Reform Act, independent college
use of tax exempt bonds was restricted to a total amount of $150 million per
institution. That provision in law affected more than twenty five institutions
nationwide and two institutions in California, Stanford and USC. These two
institutions, as major research institutions, have a large continuing demand for
capital financing. The situation facing USC and Stanford is similar to the one
faced by the University of California and the California State University. For
the last several years, neither UC nor CSU has been able to get a bond
obligation adopted by the voters. Although in the case of the public institutions,
lease obligation bonds issued through the Public Works Board offer at least a
partial solution to their needs. The independent research universities have used
a variety of devices to cope with the $150 million tax exempt bond limit,
including the advance refunding of prior obligations and alternative financing
mechanisms. Neither solution will meet the needs of the sector in the long
term.

The Association surveyed members on their capital needs in three areas.
The questionnaire required institutions to estimate projected expenditures in the
area of capital renewal and replacement, code maintenance and deferred
maintenance. Twenty one institutions responded to the questionnaire. Their
total needs in these three areas amounted to $603 million. With data still to be
collected by the remaining fifty-one member institutions, the $603 million
figure is a modest one.
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“ (Does not include expansion needs)

Capital Need Amount in Milllons
Renewal and Replacement of Existing Facilities $341
Code Mainlenance $110
Defarred Maintenance $152
Total Capital Neods $603

The Association did not make a separate calculation of the estimated
expansion needs of the sector, if it were to grow beyond current capacity in
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order to fulfill the policy expectations contained in AB 617. The best proxy for
those needs might be highlighted by looking at the utilization of the California
Educational Facilities Authority. CEFA was authorized in 1973 for use by both
public and independent institutions. Under the CEFA program, bonds may be
sold with the benefit of a rate that is exernpt from both federal and state taxes.
The bonds are not an obligation of the State of California. CEFA originally
allowed issuance of $150 million in revenue bonds. Over the last twenty years
the CEFA authorization has increased to more than $1.8 billion. At the current
time there are $1.4 billion in bonds outstanding. If the $150 million limit for
independents in the federal tax code were to be withdrawn, the CEFA
authorization would prove inadequate.

Threats to Tax Exempt Status - Independent colleges operate exempt
from certain taxes levied by state and local government. That exempt status is
fundamental to the operation of the sector. When Alexis DeTocqueville wrote
about this country, in the mid-point of the last century, he marveled at a
voluntary sector that offered public benefits to society without governmental
intervention and minimal support. It is this beneficial characteristic which now
seems to be threatened.

The State Constitution provides an exemption from property and income
taxes in Article XTII. That exemption is specific to “non-profit institutions of
collegiate grade.” The Revenue and Taxation Code supplements those
constitutional protections with a series of exemptions to all non-profit
institutions in the state. The exemptions include property and income taxation.
The income tax exemption allows colleges to be untaxed for revenues, such as
tuition and dormitory fees, and for income on investments. The exemption does
not exclude income derived from activities that are outside the exempt purpose
of the organization. In the 1950s, Marquette University was precluded from
operating a macaroni factory it had received in an estate, without paying
income taxes on the operations. California and other states have a series of
provisions in their tax codes that define unrelated business activity (Unrelated
Business Income Taxes or UBIT). All activities that fall under UBIT are taxed
on a normal basis. Although there has been considerable activity at the federal
level for some non-profit organizations, such as the YMCA operating health
clubs, UBIT restrictions for California independent colleges have been
relatively rare.
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Just how important to the operations of the independent sector is their
exempt status? About two years ago the Association reformulated the financial
statements of one member institution to reflect operations as a for-profit entity.
Appendix 5 presents the results of that recharacterization. In the case of the
institution under study, the bottom line went from a modest operating surplus
for the year in question to an operating deficit of more than $2 million. Put
another way, loss of the exemption would require an increase in operating
revenue of more than 10% to cover the projected changes.

In the area of property taxes, colleges and other non-profits are excluded
from the general support of government, but like other consumers of services
they are required to pay fees for direct services rendered. Thus, while a college
will be exempt from property taxes, it is required to pay fees for sewers. Over
the last decade, as a result of changes brought about by initiative, fees have
been levied on services that were unbundled from the general operations of
government. As a result of new methods of financing infrastructure
improvements in local areas, independent colleges have witnessed the
imposition of a series of new fecs and assessments. These new charges are not
fees and assessments in the traditional sense, but rather they are more like a tax.
To paraphrase one national leader; if they look like a tax and feel like a tax,
they are a tax.

These new taxes fall into two primary areas. The first area is newly created
special assessment districts which are designed to accomplish a limited public
purpose. For example, the districts are funded for purposes such as providing
street lighting and support of public libraries. In many cases public institutions
are excluded from these fecs, but independent colleges are not. Several colleges
have been levied waste water disposal district fees to comply with a new
federal law. The accumulated burden of these fees is hard to establish. What is
clear is that the level and frequency seem to be increasing rapidly in all parts of
the state.

The second area of concern relates to planning activities of colleges and
universities. In the last several years, like other large landowners, independent
colleges have been assessed permit fees that seem to climb almost
geometrically. One college's experience detailed below, provides insight into
the magnitude of this problem. Permit fees totaled 37% of the actual cost of the
project.
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Cost of Project $2,100,000
Housing Mitigation Fes $300,000
Transportation Miigation Fee $300,000
Associated Permit Fees $180,000
Fees as a Percentage of Project Cosls IT%

When college officials argued that the project outlined above would reduce
the shortage of apartments in the arca and would concurrently reduce the
number of vehicles on the road, the local planning officials agreed. Although
the final fees on the building were reduced after considerable negotiation, the
college bore significant fees for legal representation and ultimately paid a
portion of the original assessment.

In one Northern California case, a college was asked to supply a
specialized piece of firc equipment as a prerequisite to having its site plan
approved. At the same time, the local officials wanted to require the college to
dedicate its open areas for public use. In fact, requested donations or
dedications of land are frequent in planning cases.

The solution to this problem is not easy. The existing reliance on local fees
and taxes for local government imposes costs on local entities that include
exempt property, either governmental or non-profit. The benefits to the state
are diffuse, yet the immediate costs may be limited to a local area. Still, that
disjuncture should not encourage local government to forage for revenues with
non-profit entities. As local government finances have shifted, elements of
local taxes have also shifted. Independent colleges want to be good local
citizens. At the same time, incremental forays into their exempt status will
eventually render the sector less vibrant. For example, in the same year that the
Claremont Colleges (as a group) suffered a $500,000 reduction in Cal Grant
funding, they were also hit with a lighting assessment district fee that amounted
to almost the same amount. An unanticipated million dollar budget change, late
in the fiscal year, is an event that does not auger for stability.

The Association is working with a group of college presidents and trustees
to think through alternatives to the current exempt status problems faced by the
independent sector. At the same time it is pursuing funding for a study of
exempt status with its sister association in Pennsylvania.
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Dealing with the Costs of Regulation - In the last several years, all
colleges and universities have been called upon to comply with a series of
regulations that require new procedures and augmentations to staff. The public
purpose for many of these new programs might be laudatory but their
cumulative administrative and fiscal burden is troubling.

The National Association of Independent Colleges and Universities
recently published a compilation of regulations that affect higher education.
The list is lengthy and covers almost every aspect of college and university
activity. At the federal level, in addition to the State Postsecondary Review
Entity requirements, there are a scries of new regulations under the general title
of “Student Right to Know” which include comprehensive disclosures on
admissions and graduation statistics, campus crime and other aspects of student
life. In addition, colleges are facing new requirements under the Americans
with Disabilities Act (ADA) that have a substantial budgetary impact.

Colleges and universities have also faced significant new requirements for
disclosure on use of toxic materials. The model used in state enforcement
mechanisms is close to that used for industrial concerns. The complexity of
complying with those regulations was recently described by Gerhard Casper in
his Newton Baker Lecture at the George Mason School of Law. Casper

commented;

Research and teaching at Stanford produce about 25,000 small containers of

chemical waste annually—most of them smaller than a glass of water, State

regulators require that each of those containers be labeled with a special 1abel
itemizing six specific pieces of information. An error on any one of these items

is a violation. Furthermore, if a state inspector finds a container mislabeled in

laboratory A on the West side of the campus and on a subsequent visit finds

that another container is so mislabeled in laboratory B on the East side of the
campus, Stanford can be considered “recalcitrant™ because ‘multiple’ violations

have occurred. Labeling fines range from $100 to $10,000 per violation. A 1%

error rate, therefore, could result in annual fines of $25,000 to $250,000.

The impact of all regulations differs from campus to campus. Thus, in a
small liberal arts college the costs of compliance with toxic waste regulations
may be overshadowed by the costs of new publications required under the
Student Right to Know provisions. In recognition of those differences the
Association asked member institutions to supply estimates of the top three
regulatory impacts on each campus. Twenty six institutions responded to the
survey in detail. The cumulative cost for these institutions totaled more than
$38 million. The number is significant enough to postulate that part of the shift

in expenditures from operation and maintenance to student services and
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operations maintenance is attributable to the costs of regulation. (See Display
1-4: Shifting Sources of E&G Expenditures.)

Significant compliance costs of the Americans with Disabilities Act seem
to pervade the sector. For institutions that supplied estimates of the cost of
compliance with this act, the total cost amounted to more than $4.3 million.
Stanford and USC as the sector’s two largest institutions, did not supply
estimates for their ADA costs, so it is reasonable to assume that the total costs
for the sector could be two to three times the amount estimated. Costs related to
this act alone, make clear the magnitude of the increased regulatory burden
assumed by independent colleges.

Authorization of Off-Campus Centers - The final issue in this section is
a phenomenon that is grounded in current law. Under the authorizing statute for
the California Postsecondary Education Cormmission, new off-campus centers
of public institutions are required to be reviewed by CPEC before they begin
operations. That provision does not apply to centers that are “self supporting”.
In several recent cases, however, the siting of these centers can only be describ-
ed as predatory. For example, one member of the Association has developed a
nationally recognized program in software and music engineering that has at-
tracted a wide following n the Silicon Valley. Recently, a public sector off-
campus program was established in an adjacent building with a very similar
program and with fees considerably below those of the independent campus. A
similar problem developed in the financial district of San Francisco. Here a
public sector off-campus program in accounting was offered at considerably
discounted prices down the street from Golden Gate University, whose national
reputation in accounting is well established.

This problem is especially pronounced in the market for students who are
currently employexl. Independent colleges are always willing to compete. How-
ever, this type of competition is duplicative and is not a good use of limited
state resources—both public and private—to meet the needs of a fast-growing
student population.

Conclusion - As highlighted in this section, the financial health of the
independent sector needs to be measured using both traditional and non-
traditional indicators. If the historic partnership between the state and the
independent sector is to be upheld, this section suggests that the state needs to
work with the independent sector in developing policy responses to the non-
traditional as well as traditional indicators.
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For this study, data and analyses of independent colleges and universities
were provided only for AICCU member schools. AICCU consists of seventy-
two members. However, since the study is longitudinal, data for two new
members who recently joined the Association are not included. (See Display
A2-1: Institutions in AICCU Groups with Total Enrollments.)

AICCU Groups

Given the unique characteristics of many California independent colleges
and universities, AICCU has avoided traditional groupings of member
institutions using existing measures such as the Carnegie Classification of
Higher Education. For internal analytic purposes, AICCU has developed its
own classification system. At best, such a process is an inexact "science.” Yet,
for this report and other surveys, the internal groupings have been instructive
and served AICCU well. A description of the complexities of classifying one
institution is presented below.,

AICCU's classificaton of member campuses was revised and modified in
carly 1994, General descriptors such as enrollment, budget size, and
endowment level were used as guidelines to classify the members. Each
campus was assigned a number value (1 through 6) for each descriptor
according to natural groupings on a statistical trend line. The numbers for each
descriptor assigned to each campus were then averaged. The groupings were
initially established according to this average. Once the statistical grouping by
average was completed, final classification was refined by reviewing faculty
salaries, mission, and basic curricula of each campus more thoroughly.

Based upon the above process, AICCU members are grouped into six
major groups and two subgroups. In essence then, AICCU institutions belong
to one of eight groups. The AICCU groups with very general descriptors
include:

-77-



Group I

Group ITA

Group IIB

Group III

Group IVA

Group IVB

Group V

Group VI

Doctoral Research Universities

Comprehensive Universities with FTE
enrollment of 2,500 to 7,000

Comprehensive Colleges and Universities
with FTE enrollment of 1,000 to 5,000

Liberal Arts Colleges with a high level of
endowment

Liberal Arts Colleges and Universitics
with FTE enrollment of 500 to 1,000

Small Liberal Arts Colleges and Univer-
sities with FTE enrollment of 300 to 1,000

Specialized Institutions

Professional Schools

Groups I, V, and VI are unique in their own ways: Group I consists of
doctoral research universities; Group V institutions are highly specialized; and
Group VI institutions are “‘stand alone” professional schools. Groups IIT and IV
are mainly liberal arts colleges and universities. Group II institutions are large
comprehensive colleges and universities with a minimum enrollment of 2,000
FTE. Though Group IIA and IIB institutions are similar in size, they differ in
mission. Group III campuses are generally liberal arts colleges whose small
size and high level of endowment separate them from other liberal arts
institutions. Group IV institutions generally have smaller enrollments than
Group II institutions. As with Group II, Group IV institutions are divided into
two subgroups due to difference in mission.
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1992
1,012
13674
22983

3366
2478
5,744
6,724
5.061
6,121
5393
6,902
5.180

2927
2675
2,082
2,082
2254
3627
3395

1,042

1,633

1,500

m
3880
1,804

1,089
814
599
629

1,032

Group Location
I: Doctoral research universities
California Institute of Technology Pasadena
Claremont Graduate School Claremont
Stanford University Stanford
University of Southern Califormia Los Angeles
IIA; Universitiss with 2,500 o 7,000 FTE enrolimant
Golden Gate University San Francisco
Loma Linda University Loma Linda
Loyola Marymount University Los Angeles
National University San Diego
Pepperdine Umiversity Mahbu
Santa Clara University Santa Clara
Unuversity of San Diego San Diego
Uraversity of San Francisco San Francisco
Umiversity of the Pacific Stockton
IIB: Colleges & universities with 1,000 to 5,000 FTE enrollment
Azusa Pacific University Azusa
Biola Unaversity La Mirada
Cahfomia Lutheran University Thousand QOaks
Chapman Umiversity Orange
Point Loma Nazarene College San Diego
Saint Mary's College of Califorma Moraga
University of La Verne La Vemne
Ii1: Liberal arts colleges with a high ilevel of endowment
Califormia Institute of the Arts Valencia
Claremont McKenna College Claremont
Harvey Mudd College Claremont
Mills College Oakland
Occidental College Log Angeles
Pitzer College Claremont
Pomona College Claremont
Scripps College Claremont
Umnuversity of Redlands Redlands
Whuttier College Whtter
IVA: Liberal arts colleges & universities with 500 to 1,000 FTE enrollment
College of Notre Dame Belmont
Domuncan College San Rafael
Holy Names College Oakland
Humphreys College Stockton
John F. Kennedy University Onnda
La Sierra University Riverside
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By their very nature, independent institutions are independent of each
other; each determining 1ts own mission and character. A picture of the
complexity of classification of these independent variables can be shown when
confronting the challenge of deciding with which group Westmont College
belongs. Westmont is a non-denominational Christian college in Montecito. Its
size, a few more than 1,200 students, places it in the mid-point of liberal arts
colleges. Its admissions profile would place it among the selective liberal arts
colleges. Its modest endowment would place it among the smaller institutions
in the Association.

Like many other colleges in the Association, it achieves its standing as an
educational institution through the direct contributions of its faculty and
administrators. Its median faculty salary is a third less than the average for
Group III 1nstitutions.

From the data presented above, Westmont would logically be included in
Group IIB, III or IVA. Each choice would make some sense. When one
compares faculty salaries, grouping Westmont with institutions like California
Lutheran University, Biola University, Point Loma Nazarene College, and
Azusa Pacific University seems plausible. There is also some similarity of
institutional purpose. Yet, each of those institutions is considerably larger than
Westmont. When one compares student profiles and institutional size,
Westmont logically fits with institutions like Mills College, Occidental,
Whittier and the Claremont Colleges. Yet, each of those has considerably
larger endowments and significantly higher faculty salaries. When one looks at
size of endowment, the logical comparison is to colleges like Pacific Union
College, Dominican College of San Rafael, or Holy Names College. Yet,
placing Westmont in Group IVA would put it at the top of operating budgets
for the group.

The utility of classifications can be demonstrated by how well each
institution compares with its peer institutions in a specific group. Obviously,
comparing data from an institution like Stanford, with a small specialized
institution like Humphreys College, makes little analytical sense.

The Association conclusion for this report was to place Westmont with
Group IVA, weighting their endowments and other financial features as the
pnmary device for classification. The Association uses these classifications for
a number of other analytical studies for its membership. Computers allow the
Association to vary groups according to the needs of a particular smdy. For
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example, Westmont might logically be classified with one group for faculty
salary comparisons and another for a study on admissions programs.

Data Collection and Analysis

In order to provide a historical context for trends, as well as a "snapshot”
of recent developments in the 1990s, this report contains enroliment, degree,
and financial data for the following years: 1980, 1985, 1990, 1991, 1992, and
1993. Data for this report were primarily collected from annual IPEDS surveys.
In a very few instances, IPEDS data were not available for these years. In such
cases, data from a previous ycar werc substituted. In addition to the IPEDS
surveys, a number of AICCU surveys were utilized.

Analyses of enrollment, degree, and financial data is presented both in the
aggregate and by group. Data for individual institutions are not highlighted,
since little understanding of the sector would be gained by employing such an
approach. Actual numbers, percentages, and ratios are utilized for analysis. In
addition to the group and sectoral trend analyses, 1n some instances, data are
compared with the two four-year public systems.

Peer Review Process
A peer review panel was established in fall of 1994. The panel consisted of
nationally renowned independent researchers and analysts, finance officers, and
institutional researchers from AICCU campuses. The panel was asked to
review and critique various drafts of the financial condition study report. To the
extent possible, feedback from panelists was incorporated in the final report.
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Introduction

Projecting independent sector enrollment is not a simple task. Since each
of the institutions is autonomous, individual institutional decisions about
enrollment are conditioned on a number of factors, including the board of
trustees’ understanding of the institutional mission, outside economic forces,
the relative price of public alternatives, and the relative value of
governmentally provided student assistance.

There are several known factors related to making enrollment projections:

» First, when the Cal Grant program keeps pace with changes in
costs at independent colleges, even when public college fees are kept
low, the independents respond with significant increases in
enrollment. During the last phase of major growth in California higher
education (1960-1974), independent colleges grew at a rate faster than
the related changes in the cohort of high school graduates.

* Second, when the value of Cal Grants declines, relative to
independent college tuition, independent colleges substitute out-of-
state students for California students and also may experience
declines in enrollment. During the last decade, the percentage of
California students attending independent colleges has declined 1n
relation to total enrollment in the sector. This is the result of the decline
of the relative value of the Cal Grant for needy California students.

» Third, when the Cal Grant maximum maintains relative value in
relation fo independent college tuition, the sector attracts
increasing numbers of non-need students along with Cal Grant
winners. Conversely, when the value of the Cal Grant declines, Cal
Grants may become less efficient in attracting non-needy students as
well as needy students.

Methodology

The following scenarios were constructed to illustrate possible effects of
alternative Cal Grant strategies. They do not represent hard number estimates
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of total changes in enrollment that might occur. Rather, they show relative
impact of different Cal Grant strategies. Scenario #1 acknowledges the current
Cal Grant environment. Scenarios #2 through #5 depict increases in the
maximum award amount and/or the number of awards granted. They show
how, on the eve of Tidal Wave II, growth in the Cal Grant program would
result in additional use of independent sector space.

The following assumptions have been made in constructing the scenarios:

» The increases in share of Cal Grant awards to independent college
students in Scenarios #2 and #3 are based on changes in the value of the
award. They do not assume a conscious policy decision to increase the
number of awards.

* As reflected in Scenario #2, AICCU estimates that an increase of the
Cal Grant maximum award from its current level ($5,250) to the mid-
point ($6,725) of its statutorily mandated level ($8,200), will result 1n
an increase of 1,200 new Cal Grant winners at independent institutions.
Developments in academic year 1994-95 provide logical support for
this estimate. In 1994-95 there was an increase of approximately 600
new Cal Grant A awards in the independent sector. This increase
occurred as a consequence of the restoration of the maximum award
back to its 1992-1993 level of $5,250.

< As the relative value of Cal Grants increases, the ratio of non-need
California students attending independent colleges will also increase.

Scenario #1—The Current Environment

Assumptions: + No change in Cal Grant maximum
+ No change in the number of awards

Results: A continued decline in enrollment
199596 -908
1996-97 -800
1997-98 -£91
199899 -882
Grand Total ~3,562



Comment: In the 1994-95 award cycle, the number of independent college
award winners actually increased, although independent college undergraduate
cnrollment declined by about 1%. The Cal Grant becomes a very inefficient
subsidy to encourage students to attend independent colleges when the number
and level of awards is held static for long periods of time.

Scenario #2 —Increase in the Cal Grant Maximum to Mid-point of Statutory
Maximum

Assumptions: ¢ Increase Cal Grant maximum to $6,725
» No change in the number of Cal Grant awards

Results: Modest enroliment growth conditioned on Cal Grant
recipients and a slight increase in non-need students
attending independent colleges
Now Yield of

Year Cal Grant Non-need Based Enroliment Total
Reciplents Students Increase Cal Grant §
1995-96 1,200 600 1,800 $14,678,000
1896-97 1,200 600 1,800 $14,678,000
1997-98 1,200 600 1,800 $14,678,000
1968-99 900 450 1,350 $12,660,500
TOTAL 4,500 2,250 6,750 $56,694,500

Average Cost per Student £8.399

Comment: Increases in the Cal Grant maximum would produce a modest
gain in enrollment. Depending on the size of the increase, it might also yield
additional non-need based enrollment gains for the sector. If the value of the
award failed to keep pace with the relative cost of education, the enrollment
gains would drop off and eventually decline.

Scenario #3—Increase the Cal Grant Maximum to the Statutory Maximum
Assumptions: + Increase Cal Grant Maximum to $8,200
* No change in the number of Cal Grant awards
Results: Dynamic increases in utilization of the independent sector



New Yieid of

Year Cal Grant Non-need Based Enrollment Total
Reclplents Students increase CalGrant $
1995-96 1,800 1,440 3,240 $27,976,000
1996-97 1,800 1,440 3,240 $27,976,000
1997-98 1,800 1,440 3,240 $27,976,000
1998-99 1,200 960 2,160 $23,056,000
TOTAL 6,600 5,280 11,880 $106,984,000

Average Cost per Student $9.005

Comment: The increase in the Cal Grant maximum would produce
substantial shifts in the distribution of Cal Grant winners back to a pattern that
was evident in earlier times.

Scenario #4—Raise the Cal Grant Maximum and Increase the Number of
Awards

Assumptions: * Increase Cal Grant Maximum to $6,725
* Increase the number of Cal Grant awards by 10%

Results: Significant growth in undergraduate enroliment in the
independent sector.
New ’ Yleld of
Year Cal Grant Non-need Based Enroliment Total

Reciplents Students Increase CalGrant §
1995-96 3,000 1,800 4800 $26,783,000
1996-97 3.000 1,800 4,800 $26,783,000
1997-98 2,100 1,260 3,360 $20,730,500
1998-99 2,100 1,260 3,360 $20,730,500
TOTAL 10,200 6,120 16,320 $95,027,000

Average Cost per Student $5.823

Comment: The increase in the number of awards and the maximurm has a
significant effect on enroilments. The augmentations result in substantial
utilization of existing unused capacity.



Scenario #5—Full Implementation of the Cal Grant Statutory Requirements
Assumptions: + Cal Grant Maximum would move to $8,200
¢ Increase the number of Cal Grant awards by 20%

Results: Significant growth in undergraduate population and in
associated numbers of students who are not Cal Grant
winners; some growth in graduate enrollments

New Yield of
Year Cal Grant Non-heod Based Enrollment Total

Reciplents Students Increase Cal Grant §
1995-96 3,600 7.200 10,800 $42,736,000
1996-97 3,600 7,200 10,800 $42,736,000
1897-88 2,400 4,800 7.200 $32,896,000
1998-99 2,400 4,800 7.200 $32,896,000
TOTAL 12,000 24,000 36,000 $151,264,000

Averane Cost per Student $4.202

Comment: Results of full utilization of unused capacity and in the growth
of the sector beyond existing capacity.
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The table below provides the underlying data used to develop the graph in
Display 1-6 at the end of the Executive Summary chapter. For each campus
group and each type of ratio, a snapshot of three distinct periods (1980-1985,
1985-1990, and 1990-93) is provided. For these distinct periods each group’s
ratio was plotted in relation to all the other groups. Each group was then ranked
high, middle, or low in relation to the other groups. A point value (High=3,
Middle=2, Low=1) was assigned to cach group, for each ratio and for each
distinct period. The points were added for each ratio and were then averaged to
provide an overall ratio average.

Group Yeare

VA

Vi

80-85
85-50
90-83

80-85
85-90
90-93

80-85
85-90
90-93

80-85
85-90
90-93

Net EandG Tulion Glle &

Revenue Revenus & Fess Grants

Ratle Contribut- Ratio Aatlo
ion Ratlo

Midde  Hgh High  Midde
Mdde (6) High(8) High(8) High (8)
Midde  Hgh High High

Middie High Low Low

insbuo- E&G Institu-
tonal tonal Ald
Costs Situdent as%of
Ratlo E&LG

Low High  Mude
Mide (4) High(9) Mdde( 8)
Low High  Midde

High Low  Mdde

Hgh{8) Mdde(7) Low(3) Midde(7) Mxide (8} Low{4) Middie(8)

High Middle Low Midde

Middle High Low Midde
Low {6) Midde(7) Low{3) Low(8)
Midde  Muide Low Mddie

High Midde Middle High
Midde (7) Middle (6) Middle (6) High (9}
Middle Middle Middla High

Middle Middle Low Midde

High  Midde  Mdde

High Low Middle
High (§) Low(3) Midde(86)
High Low Middie

Mdde High High
Low{4} High (8} High (8}
Low High High

Midde Low Middie

Low (§) Mddle (6) Mdde (4) Midde (6) Midde (8) Middie {5) Middie{ 8)
Middle

Low Mddle Low

High Midde Mdde High
Middle (4) Middle {6) Mwdde {6) High (6}
High Middle Middle High

Middle Miadie Middie
Low Low Middle
Low(3) Low(3) Midde (6)
Low Low Middle

Midde Low Middie

Lowi5) low(3) Low(3) Midde(5) Middle (6) Midde (S) High (9)
Middie Madde

Low Low Low Low

High Low Low Middle
Middle Middle Low Low
High{B) Mdda(6) Low(3) Low(3)

High Middle Low Low

Midde  Low Low
Middie {7) Midde (5) Low (3)
Hgh  Midde Low

Number in { ) indicates group average dunng years 1680-85, 1985-80, and 1590-83,

-89.

720

614

543

714

543

529

514

500
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FRevenues Calculations on
Tuition and Fees $11,044 114 Potential Current Fund Tax Liabliity
Federal Grants & Contracts $1,030,769

Private Gifts, Grants & Contracts $1,751,562 Taxes from Operstions
Gilts and Bequests Transferred $1,150,000 Educational and General Revenue

Bequests $68,994 produces & net income of $313,474

Investment Incomae $3,778,978 whan giite are included as income

Sales & Srves. of Educ Activities $707,110 plus ...

Other Sources $193,782

Total Educ. & General Revenue $19,725,310 Taxes from Auxillaries
Auwxliary Enterprises could be taxed

Housing and Food Service $3,3486,541 either as an operaling business, where

Conferances $833,002 income taxes are applied to the net profit,

Other Auxiliary Enterpnaes $491,558 or a8 a restauranthotel where sales laxes

Total Auxiliary Enterprises  $4,671,191 and occupancy taxes are collected. Iif the
Tolal Revenues $24.396.501 activitias are consdered to be & business
with no sales taxes collacted, ncome

Expenditures taxes wouid take mare than $250,000

Instruction $5,614,389 plus ...

Research $338,521

Academic Support $1,723,670 Property Taxae

Student Services $2,238,973 This college’s land, buildings and

Institutional Support $2,712,002 mprovements have a lotal ectirated

Operation & Maint of Plant $1,229,039 valuation of more than $130 milhon

Public Service $776,607 Assuming that the land vaiue held te

Financial A $3,882,860 1977 valuation (Based on a provision

Pnncipal and Interest Transfer $281,873 in Proposibon 13 which kmits current

Loan and Matching Fund Grant $7,385 valuations for long lime property hold-

Total Educ. & General Expenses $16.803.329 ors) total property taxes couid amount
to an annual assessment of $881,250.

Housing and Food Service $2,542 982 squals ..
Conferences $818,935
Other Auxilliary Enterprises $568,217 Total Current Fund Tax Lisbility
Total Auxilliary Expenses $3,931,134 oo 31,444,724
Total Expenses $22,734,463

Liability Related to Transfors
and investments = $1,415,000

Potential Lisbllities Created by Investment & interfund Transfers: Colleges transfer
resources between funds Such transfers include transfers of receipts over sxpendituras,
additions to endowment from current spending policy {where andowment sammngs exceed
current spending requiremants), additions to (Board designated) quasi endowment, and
addnions to plant reserves. In this exampls, total value of transfers were $2 7 million, Taxed at
the federal corporate rate, hability would increase by $800,000. Finally, colleges appropnate
capital gaing from the endowment porticlio which 18 taxed as incoma In this statement the
appropnation of gains woukl add another $515,000

Total Potential Liability = $2,859,724*

*This figure represents 12.6% of the operating budget. If these costs were added ta tuition it would
result in a 26% increase In student costs
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The following displays are the raw numbers for the statistical presentations from
each chapter. They are parallel to the displays in the text.
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Level Year Total Women Percentage
Enroliment
Undergraduate 1980 95,987 46,911 49%
1984 101,315 50,106 49%
1990 100,810 52,108 52%
1991 98,865 51,886 52%
1992 100,256 53,664 54%
1993 102,473 55,377 54%
Graduate 1980 53,476 20,671 39%
1984 56,708 22,481 40%
1890 64,549 30,460 47%
1991 61,709 29,756 48%
1992 63,573 30,094 47%
1993 62,752 31,302 50%
Professional 1980 15365 4,808 31%
1984 15,165 5,423 36%
1990 15553 6422 41%
1991 16,712 7,044 42%
1992 16,664 6,597 40%
1983 17,144 7,669 45%
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Level

Undergraduste

Graduate

Professional

Your

1880
1984
1860
1991
1992
1963

1980
1984
1990
1991
1992
1993

1880

1991
1992
1893

1980
1984
1990
1991
1992
1983

1980
1984
1990
1991
1992
1963

%0 D

NN 31

American
indian

470
445
805
678
893
749

184
188
281
289
260
290

40
53
75
93
112
133

Amaerican
Indian

05%
0.7%
0.7%
0.7%
0.8%
0.8%

0.4%
04%
0.5%
0.6%
0.5%
0.86%

0.3%
0.4%
0.5%
06%
0.7%
0.9%
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African
Amarican

5,838
5710
5,504
5,240
5,873
5,873

2,274
2,148
2,661
2,429
2,680
2,607

511
570
585
703
620
740

. O

2
=X

Chlcano/
Latine

5,990
6,862
8,583
8,941

10,405
11,427

1,778
2,005
2,991
2,857
3,360
3,323

,.-
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African Chicano/
American Latino
6.6% 63%
6.0% 6.2%
5.4% 9.0%
5.5% 9.9%
5.7% 11.5%
5.8% 12.4%
4.7% 39%
4,0% 4,0%
4 8% 53%
4.8% 58%
5.2% 65%
54% 67%
29% 4.0%
4 6% 4 5%
3.5% 5 4%
4.2% 6.6%
3.8% 6.9%
4.1% 7.3%
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Aslan
American  Hispanic

6,726
8,317
11,058
11,722
13,086
13,663

2,213
3,248
5,037
5,052
5,311
5,350

1,127
1,838
2,440
2,834
3,225
3,432

:-zé*\‘; i 2%*:% siﬁém e e Gl

Asian
Amaerican

6.9%
8.7%
122%
134%
14 8%
151%

4.8%
6.4%
8.5%
9.6%
9.8%
9.9%

7.9%
8.6%
17.3%
19.0%
21.4%
22.3%

Whita/Non-

66,908
70,608
88,643
63,599
61,691
81,712

40,402
41,835
45,793
40,007
40,135
38,840

12,735
11,923
11,184
11,288
10,916
10,836
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White/Non-
Hispanic

79.7%
78.4%
72.6%
70.5%
87.2%
65.8%

86.2%
85.2%
80.9%
79.1%
78.0%
77 4%

84.8%
819%
73.3%
89 6%
87.2%
85 4%



Under-

gradusts 1960 1984 1900 1991 1992 1009
csy 240,848 250,838 204,083 287 815 277,122 202,402
IcU 95,0687 101,315 100,810 98,885 100,258 102.473
Uuc 98,848 100,025 124,271 125821 126,187 129,062
TOTAL 441,681 484,170 510,184 512,501 502,585 488,017
Graduste,

Doclorute &

Professional 1880 1984 1900 19091 1992 1099
csu 34,081 29981 30732 41908 41,803 38838
ICU 885841 715873 680,102 77873 30,000 79,888
uc 35.101 34,133 38,678 40428 40,617 40,050
TOTAL 138,009 135,087 158,510 180,007 162,420 158,782

R ,, s

s i fdkﬂz’ adepsy
Cal Grant A AICCU Weighted
Maximum Average Tultlon

Award and Fees*

1980 $3,200 $4,610

1981 $3,400 $5,260

1982 $3.330 $5,930

1983 $3,400 $6,540

1984 $3,740 $7.250

1985 $4,110 $7,910

1986 $4,320 $8,610

1887 $4,370 $9,250

1988 $4.710 $9,980

1889 $5,250 $10,820

1990 $5,250 $11,275

1991 $5,250 $12,158

1982 $5.250 $12,887

1963 $4,452 $13,531

5 i ywsg@;w ; TS AR P A B A M, YE S SR Bizs
aE i b Whjﬁ# W%@éw
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Percent (%)
89-80 900-01 9192 92-63

80-81 8485

55 9% 553%
217T% 218%
224% 228%

S8e% SB2% S551% S53A8%
184% 103% 199% 21 0%
B30% 40% 240% 2H62%

1000% 100.0% 100 0% 100.0% 100.0% 100.0%

Percani (%}
80-81 B4-856 89-90 9091 91-92 283

247% 220% 254% 22% 267% 245%
40.0% B29% 51.2% 485% 403% 503%
254% 251% V4% 269% 260% 2%

100 0% 100 0% 100 0% 100 0% 100 0% 100.0%

ARG ER et B
;._\?ﬁ ﬁ 3@-«.-,;3%,\3;3:-::-

SES-: - -'\-"" "o

=

Percent of Tultion Percant

and Feas Covered of

by the Max. Grant  Winners
89 4% 43.7%
84.6% 390%
58.2% 38.3%
52 0% 34.0%
51.6% 33.1%
52 0% 33.5%
50.2% 33.0%
47.2% 32 0%
47 2% 30.4%
48.5% 29 4%
48.6% 30 5%
43.2% 30 0%
40.7% 27.8%
32.9% 27 9%

*Waighted tuion represents the avarage amount pax by students, not the average amount

charged by institutions
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Level 80-81 8485 09-00 9091 9192 92403
Bachelor's 18,745 20,083 21,964 22319 22,150 21,308
Master's 14,758 14,832 17,178 17,127 17,375 17,834
Fust Professional 4,004 4,185 3688 3,805 4,157 4,185
Doctorate 1,722 1,631 1,849 1,899 1878 2,133
TOTAL 39,229 40,731 44,677 45150 45580 45,470
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Level Year Amer- Airican Chicano/ Aslan White/
ican Amer- Latino Amer- Non-
indian ican ican Hiapanic

Bachealor's 1980-81 73 907 1,001 1,251 14,278

1984-85 181 873 1,077 1,230 13,043

1989-90 87 983 1,556 2,081 15,598

1990-91 159 960 1,591 2,129 15,570

1991-92 134 1,008 1,613 2,058 15,293

19682-83 141 1,021 1,761 2,350 14,110

Master's 1980-81 74 731 859 639 11,087
1984-85 75 534 464 831 B,732

1989-90 53 733 871 1,262 11,955

19980-91 91 707 694 1,328 11,749

1991-82 71 618 728 1,308 11,339

1992-93 80 690 788 1,475 11,457

First 1980-81 16 102 138 21 3,407

Professional 19684-35 6 86 138 235 2,592
1989-90 15 B8 157 492 2,804

1880-91 14 120 209 510 2,812

1991-92 b | 131 182 590 3,056

1962-93 26 113 221 660 3,007

Doctorate 1980-81 2 59 38 54 1,298
1984-85 g 42 40 41 883

1988-90 2 41 74 88 1,157

1980-81 7 51 55 97 1,254

1991-92 24 45 49 99 1,198

1992-93 20 39 60 128 1,366
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Level

Bachelor's

Mastor's

First

Professional

Doctorate
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Year

1980
1984
1880
1991

1993

1980
1984
1980
1991
1992
1893

1980
1984
1990
1991
1992
1963

1980
1984
1990
1991
1992
1993

Amer-
ican
indlan

0.4%
10%
04%
08%
07%
07%

0.6%
0 7%
04%
0.6%
0.5%
0.6%

0.4%
0.2%
0.4%
0 4%
0 5%
06%

0.1%
0 9%
01%
05%
1.7%
12%
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African Chicano/ Asilan

Amer-
lcan

5.2%
5.3%
4.8%
4.6%
5.0%
5.3%

568%
51%
4.9%
4.4%
4.4%
4 8%

2.6%
2 8%
2.5%
3.3%
3.3%
2.8%

4 1%
4.1%
30%
2 9%
32%
24%

Latino

57%
66%
77%
78%
8 0%
9.1%

4.3%
4.4%
598%
4.8%
52%
5.4%

3.5%
4.5%
4.4%
57%
4.6%
55%

25%
3.9%
5.4%
36%
35%
37%

Amer-
Ican

7.1%
75%
10.2%
10.4%
10.2%
12.1%

4 9%
8 0%
B8.5%
8.1%
8.3%
10.2%

6.9%
7.7%
13.8%
13.8%
14.8%
16.6%

3.7%
4.0%
6.3%
6.6%
7.0%
7.8%
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White

81.6%
79.6%
768.9%
76.4%
76.1%
72.8%

84.6%
83.8%
80.3%
80 1%
B0 6%
79 0%

86 6%
84 8%
78 9%
78.7%
76.8%
74.5%

89.6%
87 1%
85.2%
86.2%
84.6%
84.8%
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Bachelor's
8081 8485 8890
CSU 41008 442092 48,105
ICU 18,746 20,083 21,064
uc 19,733 21,563 28,201
TOTAL 80471 B5858 90,330
Master's
8081 B485 8900
cSsuU 9545 9,179 9802
cU 14,758 14832 17,178
uc 5560 5761 8,148
TOTAL 26872 29762 33,188
First Professional
8081 84-85 80-00
csu 0 0 0
Icuy 4004 4,185 3680
uc 1,781 1,881 1,985
TOTAL 5785 6048 5,551
Doctorate
8081 64-85 8950
csu 8 8 12
IcU 1,722 1,891 1,848
uc 2111 2012 231
TOTAL 388 3851 4172
All Degreos
5081 B4-B5 80-00
CSU 51544 53470 S7970
ICU 30220 40,731 44877
uc 20,994 31207 36,585
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9031 $1-e2

50,130 53,065
22319 22,150
27,172 20,648

89,821 105483

90-81
10,487
17,127

8311

81-82

11,258
17.37%
6,400

33925 35132

90-91

9182

3,805
1623

4167
1,763

6,060

80-01 91-82

1,080
2476

1.878
2,530

4375 4408

90-91
60817
45,150
37,782

82
84,823
45,580
40,470

H:-'-':F'-}fgg‘ R SR of
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21308
31,130

108,103

9283

12,440
17,834
817

36,007

9203
4,195
1848
0.043

82-3

213
2875

4833

92-03
68,138
45470
42,070

TOTAL 119067 125,417 130,241 143549 150,853 1565678
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80-81

23.3%
24 5%

100%

80-81

L%
49.4%
18.6%

100%

80-81

20.2%
30.8%

100%

80-91

02%
“i%
55 0%

100%

80-81

Q0%
R27%
2493%

100%

51.5%
29 4%
25 1%

100%

J0.8%
49.8%
109.3%

100%

00.2%
30.6%

100%

0.2%
“ 7%
55.1%

100%

428%
R25%
240%

100%

Percent (%)
050 90

498 503%
280 224%
273% 279%

100%  100%

Percent (%)
g0-21
309%

50.5%
18.0%

27T%
51.8%
18.5%

100% 100%

Percent (%)
80-00 0091

86 4%
/e

100%

ar.e%
32.4%

100%

Percent (%)

03%
44.3%
55.4%

100%

90-81

a0%
49 4%
568%

100%

Percent (%)

416%
1%
23%

100%

90-91

422%
31 5%

100%

0102

50.0%
21 0%
201%

100%

e

R’.0%
49.5%
18.5%

100%

9182

0.9%
30 1%

100%

21-g2
o0%

42.0%

57 4%

-2

43.0%
302%
28.8%

100°%

029

51.5%
10 7%
28.0%

100%

RNM%
48.6%
17.6%

100%

92-83

0d 4%
30.0%

100%

9293
0.5%
a4 1%
56.3%

100%

92-03

4.8%
22%
27 0%

100%
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Net Revenue Ratlo of Independent Institutions

AICCU Analysis, FY 1980, 1985, 1990-93

GROUP
ALL 70 MEMBERS

I - Doctoral Research Universitios
lIA - Universities with 2500 to 7000 FTE

18 - Colleges and Universities with 1000 to
5000 FTE

Wi - Liberal Arts Colleges with high level
of endowment

IVA - Liberal Arts Colleges & Universitias
with 1000 FTE

IVB - Small Liberal Arts Colleges/Uriversibes
with 300 to 1000 FTE

V - Specialized Institutions
VI - Prolessional Schools

1980
3.0%

22%

5.8%

2.9%

8 6%

4.4%

0 5%

00%

6%

1985
3.0%

25%

3.6%

1.6%

11.4%

04%

0.5%

3.4%

0.3%

1080
0.1%

0.2%

0.8%

-0 5%

1.8%

-0.8%

2.5%

1901
0.9%

1.1%

-3.3%

1.8%

3.7%

-1 5%

-4 4%

5%

Analysis from Prior CPEC Reports, FY 1977-87

GROUP 1977
“Total indepandent Institutions

One - Docioral Research Universities 0.2%

Two - Comprehensive Universities | 2.4%
{with FTE above 3,500}

Three - Comprehensive Colleges & 6 2%
Universibes !l (with FTE below 3,500)

Four - Liberal Arts Colleges | (with 1.4%
substantial endowmenis)
Five - Liberal Arts Colleges Il (with FTE  3.1%
beiween 800 and 2,000)

Six - Liberal Arts Colleges Ifl (with FTE -1.7% 1 2%

bedow 800)
Seven - Specialized Instiutions

1879

06%
27%

08%

5%

09%

83% 112%

-99.

1983

00%
33%

07T%

9.4%

0.7%

3 7%

35%

1984

58%
3.6%

3.6%

5.5%

1.6%

30%

01%

84-85
2.6%

2.2%
3.7%

1.7%

7.7%

-1 7%

-0.9%

5.7%

%?; }E‘:x NI s
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1992

2.1%
4.7%

0.7%

19%

0.8%

24%

2.9%

4.7%

33%
3.0%
2.5%

1.0%

12.7%

0.6%

04%

35%

1993
26%

15%
41%

7%

1.9%

2.8%

07%

3 8%

4 8%

86-87
0.7%

0.4%
13%

2.6%

11%

1.2%

0.2%

-1 5%



Tultion and Fees Contribution Ratio of Independent Institutions

AICCU Analysis, FY 1980, 1985, 1990-93

GROUP

ALL 70 MEMBERS

1 - Doctoral Research Universities

HA - Universities with 2500 lo 7000 FTE

8 - Colleges and Uruversiies with 1000
5000 FTE

li - Liberal Arts Colleges with high level
of endowment

VA - Uberal Arts Colleges & Universities
with 1000 FTE

1680

473%

28.7%

80.7%

o 73.7%

57 9%

88.3%

IVB - Smalf Uberal Arts Colleges/Universities 53.6%

with 300 to 1000 FTE
V - Specialized Institutions

VI - Professional Schools

75.1%

83.9%

1985

51.0%
32 9%
790%

798%

59.7%

74.6%

52.6%

79.2%

B2.7%

1980 1993

47.4% 505%
30.1% 31.9%
72.9% T7.3%

78.8% 76.8%

593% 603%

67.7% 705%

59.4% 58.2%

T7.7% 67 4%

70.4% 82.3%

Analysis tfrom Prior CPEC Reports, FY 1977-87

GROUP
“Total Independent Institutions
One - Doctoral Research Universibes

Two - Comprehensive Universities |
(with FTE above 3,500}

Three - Comprehensive Colleges &
Universities il {with FTE below 3,500)

Four - Liberal Arts Colleges | {with
substantial endowmenis)

Five - Liberal Arts Cofleges Il (with FTE
between 800 and 2,000)

Six - Uiberal Arts Colleges Il {with FTE
below 800)

Seven - Specialized Institutions

1877 W

389% 38.1%
B52% 85.5%

782% 784%

804% 597%

807% 78.1%

45.7% 61.9% 59.2% 57.1% 64.3%

1983

407%

853%

795%

60.8%

74.2%

1084 84-85

59.0%
408% 45.6%
83.8% 79.3%

80.1% 797%

62.0% 616%

74.6% 73 4%

1992

51.6%
31 8%
78.9%

BO 2%

81.8%

75.0%

81.5%

80.3%

78.3%

85-86

59.8%
45.4%
768 0%

793%

80.7%

75.6%

51.9%
31.8%
80 7%

76.9%-

82.9%

78.7%

63 1%

78.8%-

82.7%-

86-87

58.3%
43.2%
78 2%

78.6%=

59 2%

78 3%-

64.1% 63.4%

62 0% 73.0% 65.6% 66.7% 63 5% 66.6% 66.5%
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Gifts and Grants Ratlo of Independent Institutions

AICCU Analysis, FY 1980, 1885, 1990-93

GROUP 1980 1885 1900
ALL 70 MEMBERS 11.4% 12.1% 12.8%
I - Doctoral Research Universities 114% 13.1% 143%
HA - Universities with 2500 to 7000 FTE 104% 54% 10.8%
HIB - Colleges and Universities with 1000 to 143% 10.0% 5.9%
5000 FTE

lii - Liberal Arts Colleges with tugh level 226% 27.1% 158%
of endowmnent

VA - Liberal Arts Colleges & Universites 11.79% 108% 91%
with 1000 FTE

IVB - Small Liberal Arts Colleges/Univeraities  25.9% 19.1% 21 2%

with 300 to 1000 FTE

V - Specialized institutions 9.1% B84% 7.5%

Vi - Professional Schools

25% 2.6% 4.5%

11

11.3%

13.1%

7.9%

5.6%

14.6%

9.2%

18.1%

9.5%

7%

Analysis from Prior CPEC Reports, FY 1977-87

GROUP

1977 1970 1983 1984

Total independent institutions

One - Docloral Ressarch Universiies 21.6% 229% 25.2% 33.5%

Two - Comprehensive Universities | 73% 76% 74% 8.0%

{with FTE above 3,500)

Three - Comprehensive Colleges & 189% 118% 8.7% 13.1%
Urwversities Il (with FTE below 3,500)

Four - Liberal Arts Colleges | (with 292% 31.1% 41.4% 33.0%

substantial endowmenig)

Five - Liberal Arts Colleges I (mith FTE 150% 13.3% 14.4% 14.2%

between 800 and 2,000)

Six - Liberal Arts Colleges lil (with FTE 22.1% 27 1% 24 4% 25.9%

below 800)
Speciahzed Institutions

26.6% 77% 15.2% 93%
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84-85
14.9%

19.5%
5.7%

71%

21.9%

11 8%

18 1%

8 5%

1802
11.0%
13.3%

8.2%

6.2%

12.7%

10.86%

18.1%

8.9%

1.6%

17.0%

21 5%
6.1%

7.4%

31.8%

13 7%

18.9%

19.8%

1993
10.3%
12.1%

7 2%

6.4%

11.7%

84%

14.1%

8 8%

2B8%

85-87
14.4%

18 4%
8.8%

7.8%

17 2%

108%

20.4%

14 9%



instructional Costs Ratlo of Independent Institutions

AICCU Analysis, FY 1980, 1985, 1990-83

GROUP 1980 1985 1990 1991 1982 1993

ALL 70 MEMBERS 36.5% 353% 30.8% 32.2% 32.8% 32.2%

! - Doctoral Research Universities 341% 34.1% 29.9% 30.8% 3090% 299%

HA - Universittes with 2500 to 7000 FTE 398% 38.6% 321% 36.2% 372% 374%

18 - Colleges and Universities with 1000 to 45.8% 43.0% 36.2% 355% 38.6% 35.6%

5000 FTE

il - Liberal Arts Colleges with high level I7.2% 326% 295% 29.9% 30.1% 30.7%

of endowment

iVA - Liberal Aris Colleges & Universities 38.6% 317% 30.7% 31.0% 325% 32.7%

with 1000 FTE

IvVB - Small Liberal Arte Colleges/Universibes  288% 23.7% 25.3% 26.0% 245% 24.4%

with 300 to 1000 FTE

V - Specialized insttutions 39.0% 368% 34.7% 34.0% 365% 359%

VI - Professional Schools 40.2% 364% 33.9% 33.9% 42.9% 36.0%
Analysis from Prior CPEC Reports, FY 1977-87

GROUP 1977 1879 1983 1984 84-85 485-88 086-87

Total Independent institutions 43.3% 424% 40.1%

One - Doctoral Research Universities 37.4% 368% 39.2% 38.5% 40.3% 485% 44.8%

Two - Comprehensive Universibes | 41.1% 402% 37.8% 37.6% 39.0% 37.4% 38.8%

(with FTE above 3,500)

Three - Comprehensive Colleges & 46.1% 492% 48.9% 454% 438% 438% 41.9%

Universities Il {with FTE below 3,500)

Four - Liberal Arts Collegas | (with 370% 354% 34.2% 33.6% 32.9% 32.4% 301%

substantial endowments)

Five - Liberal Arts Colleges Il (with FTE 38.9% 38.3% 33.9% 325% 32.2% 311% 31.5%

between 800 and 2,000)

Six - Liberal Arts Colleges Il (with FTE 34 5% 35.1% 28.5% 299% 30.3% 308% 297%

below 800)

Seven - Specsalized Institutions 45.4% 41 3% 40.5% 34.2% 38 2% 40.8% 38.8%
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Cal Grant A and B Revenues (in thousand dollars)

AICCU Analysls, 1990-91 to 1993-94

GROUP 90-91 91-82 9203 9304 950-N
to

91-92

ALL 70 MEMBERS 66,710 €1.314 56,073 68491 -B8.1%

1 - Doctoral Research 15,387 14,018 11,779 14,657 -9.0%

Universitios

llA - Universites with 250010 17,290 15,674 15,321 18,270 -9.3%

7000 FTE

I8 - Colleges and Universiiee 9,560 8,459 8472 10,463 -115%

with 1000 fo 5000 FTE

Ml - Liberal Aris Colleges with 9,437 0,247 0,447 10,402 -2.0%

high leve! of endowment

IVA - Liberal Arts Colleges & 7,776
Universities with 1000 FTE

IVB - Small Liberal Arts 3,825

Colleges/Universities
with 300 o 1000 FTE

V - Specialized Insiitutions 3,313

7,383 5840 7,282 -5.1%

3,757 3395 4,284 -1.8%

2,778 2018 3,133 -16.2%

Percent Change
81-82 92-93 80-81
fo o | +]

92-83 93854 93-94
45% 21% 2T%

-18.0% 24.4% -48%
23% 192% 57%
0.2% 23.5% 04%
47% 231% 102%

-20.9% 24.7% -8.4%

96% 28.2% 12.0%

1.6% 11.1% -54%

Analysis from Prior CPEC Reports, 1984-85 to 1986-87

GROUP

Total indepandent Institutions
One - Docioral Research Universities

Two - Comprehensive Universitios | {with
FTE abova 3,500}

Three - Comprehensive Colleges &
Universities (with FTE below 3,500)

Four - Liberal Arts Colleges i {with
substantial endowmenis)

Five - Liberal Arts Colleges Il (mith FTE
belween 800 and 2,000)

Six - Liberal Arts Colleges il (with FTE
below 800)

Seven - Specialized Institubons

84-85 085-86 86-87

48,183 54,348 58,488
13,760 14,887 15,520
13,717 15,304 16,884

5429 6,520 6,839
6,969 7934 8,175
4,893 5718 6,105
2,772 3,419 3,937

697 965 983

-103-

Parcent Change |
84-85 8586 84-85
to to to
85-86 86-87 88-87

138% B.6% 21.4
89% 36% 128%|
11.6% 10.3% 23.1%:

20.1% 49% 26.0%

13.8% 30% 17.3%

169% 6.7% 248%

233% 152% 42.0%

38.5% 1.9% 41.0%



Institutional Financial Aid (in thousand dollars)

AICCU Analysis, 1980-81 to 1993-1994

GROUP 80-91 -2 9293 9384 B80-81 9192 9293 90-91
to to to
92-93 9384 93-94
ALL 70 MEMBERS 233,083 282,277 318,846 366,638 21.1% 13.0% 15.0% 57.3%
I - Doctoral Research 107,285 123,221 140,700 157,258 14.9% 14 2% 11.8% 46 6%
Universities
HA - Universitios with 2500 to 43,029 63,455 76,663 91,380 47.5% 208% 19.2% 1124
7000 FTE %
iIB - Colleges and Urwversities 19,003 22,253 17 1% 20.5% 17.5% 78.2%

with 1000 to 5000 FTE

Il - Libaral Arte Colleges with 32,628 36,892

high level of endowment

VA - Liberal Arts Collegea & 19,135
Universties with 1000 FTE

IVB - Small Liberal Arts 8,205
Collegea/Univeraities
with 300 to 1000 FTE

V - Specialized Institutions 5,479

Analysis from Prior CPEC Reports, 1984-85 to 1986-87

GROUP

Total Independent Institutions
One - Doctoral Resaarch Universities

Two - Comprehensive Universities | {with

FTE above 3,500)

Three - Comprehansive Colleges &
Uriversties Il with FTE below 3,500

Four - Liberal Arts Colleges | (with
substantial endowments)

Five - Liberal Arts Collegas Il {(wath FTE
betwsen 800 and 2,000)

Six - Liberal Arts Colleges lli (with FTE
below 800)

Seven - Specialized instiiutions

52,742 131%

11.2%

84-85 8586 86-87

156,896 180,035 198,362
79,082 89,599
35,857 41,436

14.7% 24.6% B17%

-14.1% -10.5% -18 8%

-3.3% 189% 27.9%

-16 4% 30.7% 382%

Percent Change

84-85
-]
85-86

14.7%
13.3%
18.2%

11.3%

23.3%

16 5%

13 6%

25.1%

B85-88
o
86-87

10.7%
9.4%
11.0%

16.0%

16.2%

A7%

101%

9 9%

84-86
o
86-87

27.1%
23.9%
29.0%

29.2%

43.2%

20.9%

250%

37 4%
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